MERICA 


R. R. BARGAIN : kn 
INDICATOR } Fes TABLE 


To Insure Sound Expansion 


VITAL FINANCIAL AND BUSINESS CONSIDERATIONS 


By Francis H. Sisson, 
Vice-President Guaranty Trust Co. 


How Bear Markets End 


SIGNS WHICH INDICATE LOW-WATER MARKS IN DECLINES 
By Thos. L. SexSmith 


What’s Wrong With Pennsylvania? 


AN ANALYSIS OF THE REASONS FOR ITS DECLINE 
By G. C. Selden 


Government Bonds as Investments 


By Eleanor Kerr 
Author of “The Effect of Wars and Revolutions on Govt. Securities” 


Oil and War Remiogton—Mergenthaler 

Four Silver Securities Cosden—Pierce—Borne-Scrymser 
Prospects fer Electric Stocks Brooklyn Union—Con. Gas of Ball. 
Investment and Speculation Methods Tidal Swings of the Stock Market 


**SHOULD BANKERS, BOND DEALERS AND BROKERS WORK FOR NOTHING?” 
What Leading Investment Houses Think on This Subject 

















come] Yel. 21 DEC.22,1917 No.6 | 
PER COPY 25¢ & —— ae PER YEAR $5. 











THE MAGAZINE OF WALL STREET 





FILOR, BULLARD 


New York Stock Exchange 


Investment Securities 


We invite 
your inquiry 


Telephone Rector 8300 


61 BROADWAY 
NEW YORK 


MEXICAN 
PETROLEUM 


Its Position 
and Prospects 


Special letter sent on request 


Toole, Henry & Co. 


New York Stock Exchange 
Members} New York Cotton Exchange 


120 Broadway New York 








Please mention MAaGazine 


or Watt Street when writing 











PARTIAL PAYMENT 
BUYING OF STOCKS 


will enable you to ac- 
quire good securities on 
convenient terms. 


INVEST YOUR FUNDS 


only after you have the 
benefit of expert statis- 
tical advice on the se- 
curities in which you 
are interested. 


For ODD LOT buyers we is- 
sue Booklet T-33 on request. 


We Sell 
WAR SAVINGS STAMPS 


Hartshorne ;& Picabia 
Members N. Y. Stock Exchange 
7 Wall Street Tel. 4590 Rector 














MORGAN & KANE 


Members N. Y. Stock Exchange 
66 Broadway, New York 
Telephone Rector 5741 























PLEASE MENTION THE MAGAZINE OF WALL STREET WHEN WRITING. 





<n « a -n«! 


rao uo os 








10 A 





Established 1907 


MAGAZINE 
o WALLSTREET 


Vol. 21 ‘December 22, 1917 No. 6 


THE OUTLOOK 


Causes of Investment Weakness—The Railroad Problem—Prices 
and Taxes—The Market Prospect 











E three principal causes of the recently renewed weakness of security prices 
have been (1) an exaggerated fear of the predicted German offensive on the 
West front, (2) fear that war necessities will cut down the dividend returns 

to investors from their holdings of railroad stocks, and (3) persistent rumors of 

further price-taxing, especially the reduction of the present Government prices on steel. 
And of course the more fundamental cause of scarcity of investment capital is still 


with us. 








The Proposed German Offensive 
HERE can be no question that the release of perhaps 2,000,000 Teuton soldiers 
from the Russian front, if that proves possible, will bring a new phase of the 
war in France and Flanders. The return of German prisoners now in Russia 
———_—Ss might also be an element in the situation, and it is possible that peace with 
Russia might increase the food supplies available for Germany in 1918. It is believed 
that the Teutons now have, or soon will have, some numerical superiority in the West. 
On the other hand, the whole history of this war shows the great strength of a 
defensive position. England and France have been hammering at the German line 
for a year with only trifling gains. Is there any sound reason to suppose that any other 
result can be obtained by the Germans if the offensive passes to them? 
The real reason for depression in this connection is the prospect of prolongation of 
the war, with progressive exhaustion of capital throughout the world. 


Railroads as a Part of the War Machine 


T IS expected that the President will within a few days communicate to Congress 
his recommendations for the handling of the railroad problem. The roads must 
now be viewed as an essential part of the war machine. Even the rights of 
investors must be secondary. 

The Government is endeavoring, so far as possible, to absorb all accumulating 
capital for war purposes. The roads are entitled to only that part of the available supply 
of capital which will do more toward winning the war if applied to their needs, than it 
could do in any other way. But that part they are entitled to and must have. And they 
cannot get it under present conditions without Government assistance in some form. 

Again, the Government's orders for war supplies must have priority. The roads 
have about 3,800 locomotives and 33,000 cars ordered but not delivered, and the Chair- 
man of the Railroad Board estimates that an additional 2,000 locomotives and 150,000 
cars will be needed next year. These requirements must be sandwiched in with the 


Government’s orders to the best possible advantage. 
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Some Form of Government Control Unavoidable 


[SY 7)! IS clear that, under such conditions the roads cannot possibly go on acting 
b4 each for itself. The Railroad Board has already made considerable progress 
5} in operating the roads as a unit. We must go further in that same direction. 
———— Traffic not essential to war purposes, directly or indirectly, must be pushed 
aside to make place for traffic which is vital to the immediate purposes of the nation. 
Earnings must be secondary. Our aim must be to get the last ounce of efficiency out of 
our transportation machine. ’ 

There is only one way to do that—by some form of even more direct Government 
control. What form will it be and how will it affect investors? 

Two plans have been suggested by the Interstate Commerce Commission. The 
first is unification under control of a joint committee of railroad officials with suspension 
of the anti-pooling laws. ‘The second is Government operation, with a guaranty of a 
reasonable return to holders of railway stocks and bonds. ; 

The difference between the two is less than might seem at first glance. For under 
the first plan the roads would have to be granted rates which would permit them to live 
and to pay their bond interest and customary dividends. No other plan would be fair 
to the roads or to investors. And the joint committee of railroad officials would necessarily 
work in close harmony with the Government and would have to depend upon the 
Government for priority rulings in getting supplies and equipment. While under Govern- 
ment operation the Government would likewise have to rely almost entirely upon the ex- 
perienced traffic officials of the roads in getting the desired results. 

In either case it is plain that the Government cannot afford to take any action which 
would increase the present depression in the security markets. Every drop in the prices 
of stocks and bonds decreases the ability to subscribe to Government loans. 


Prices and Taxes 


TO price-fixing and taxation, present prices should certainly be given a longer 

test before any reductions are attempted. One bad mistake has already been 
made in fixing the price too low on bituminous coal, and whether that error 
was fully corrected by the later upward revision of the price is still uncertain. 


In case of doubt, prices should be too high rather than too low. The greatest danger is 
a price low enough to interfere with production, which must be kept at the maximum. 

We doubt whether higher taxes will be seriously considered. The program already 
laid out places as heavy a burden upon us as we can safely carry. The first necessity 
is revision of the excess profits tax into a workable form. 


The Market Prospect 


T IS difficult to discern anything very cheerful in the immediate investment outlook. 

Bonds continue to drift lower and lower and we cannot see any definite prospect 

of improvement in that quarter. The extraordinary yields now obtainable on 

the French and English short term notes traded in at New York, testify to the 

fears of investors as to the effect of a further extension of the war on the credit of those 
Governments. Those fears are probably exaggerated, but are easily understood. 

High grade investment stocks are influenced in part by the same factors as bonds. 
Some of the more speculative stocks, for which big earnings are being recorded, have shown 
a better tone than the general list, but these are the exception rather than the rule. 

The principal trouble with the whole market is lack of buyers, while selling, though 
not heavy, is fairly continuous. There is some absorption by small investors, but large 
interests are for the most part leaving the market alone, and the scattered buying by 
individuals is not as yet sufficient to cause any important or permanent advance in the 


general level of prices. December 17, 1917. 


























Pertinent 


Comment 


On Vital Factors in Finance and Business 





Gy «three-quarters of a million in 
_ Liberty Bonds. About half of 
these were handled through the largest local 
trust company, which has something like 
$2,000,000 assets. On one-third of those 
subscriptions—one-sixth of the total for the 
town—payments are not being promptly met. 
So the trust company has to lend the neces- 
sary money to the subscribers to keep up their 
payments to the Government. 

. £32 


E patriotic people of a small town 
in New Jersey subscribed to over 


Why We Are The trust company 
Bumping naturally feels that it 
the Bumps must limit its extension 


of other credits to local 
business men, and the situation is causing 
some inconvenience. 

This is typical of what is going on in 
thousands. of communities throughout the 
country. It explains a great many things 
that mystify the onlooker. It explains why 
the general bond market is bumping 
bumps—banks are in no position to buy. It 
explains why there seems to be no bottom to 
the stock market—people who can’t meet 
their Liberty Bond payments can’t buy 
stocks, no matter how great a bargain may be 
offered them. Business men whose local 
credits are being curtailed can’t go into out- 
side investments. It explains the 6 per cent 
rate for call money. 

ee 


Pulling the If we are going to 
Rabbit Out fight a war we have got 
of the Hat to pay for it, and if we 


put our money into the 
war that same money can’t be put into any- 
thing else. We are up against a stone wall 
there. 

What we call “capital”’ always represents, 
in one way or another, material objects. Our 
way of expressing that idea is to say that the 
capital is “‘invested in” land, dry goods, pig 
iron, factories, railroads. If we say that our 
capital is invested in stocks, that means the 
same thing, for the stocks represent a frac- 
tion of ownership in land, dry goods, pig iron, 
factories, railroa 

There is no way of summoning these ma- 
terial things out of the air, as the magician 
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pulls the rabbit out of the empty hat. There- 
fore, there is no way of creating capital out 
of nothing. New capital has to be accumu- 
lated by labor, just as a house has to be 
built by labor. 


* * * 


Between But the same thing is 
Scylla and not true of credit. Credit 
Charybdis may represent tangible 


objects or it may not. 
It can be created by the banks under Gov- 
ernment supervision. When it is based upon 
tangible objects it represents capital. When 
not so based it is not properly classed as 
capital—although it is usually hard to dis- 
tinguish between the two—but can be used 
as a sort of temporary substitute for “liquid” 
capital in facilitating business operations. 

In time of war a nation always creates 
credit, in one way or another. Usually it 
creates too much credit, causing a greater rise 
in the money-cost of materials and labor than 
would otherwise occur. Thus war debts are 
doubled by having to buy war suppliés at 
double prices. 

So there we are between Scylla and 
Charybdis—the Scylla of scarcity of capital 
(which increased creation of credit would help 
us past) and the Charybdis of prohibitive 
prices (on which the creation of too much 
credit would eventually wreck us). 

oe: Cry 

Greasing the Most of the practical 
Wheels Vil Not problems of life reduce 
Haul the Load themselves to the ques- 
tion “How much is just 
enough?” In this matter of creating credit, 
we need just enough. There are still a few 
people left who see no reason why the Gov- 
ernment should not print off paper money 
enough to pay for the war. There are o 

who do not see why the Government or the 
Federal Reserve Board should not lend un- 
limited amounts at 3 per cent. or 4 per cent. 

But the great majority of ican busi- 
ness men see plainly the dangers of unlimited 
inflation of credit. The Federal Board and 
the big banks are increasing credits as slowly 
as possible, holding the money rate at 6 per 
cent. or below. That is, of course, the safe 
and intelligent policy. In the emergency of 
war we must create credit enough to grease 
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the wheels, but credit cannot haul the wagon. 
Only real work can do that. Everybody 
must either push or pull. 

s 


What.Can 


* 
The practical thing 
Be Done which the local bank or 
About It? trust company can do is 

to tap, either directly or 
through its correspondent banks, the lending 
power of the Federal Reserve System. Its 
cash reserves against deposits are now 67 per 
cent. above the legal requirement and the 
gold reserve against Federal notes is 80 per 
cent. above. Loans to local business men 
may easily be put in such form that the notes 
may be discounted at a Reserve Bank. 

Local banking institutions are not availing 
themselves of the facilities of the Federal Re- 
serve System as much as they. reasonably 
might. Their reluctance to do so is largely 
the result of long habit. This feeling of con- 
servatism is not without its benefits, since it 
tends to prevent a too rapid inflation of credit, 
but it should not be carried to an extreme. 


ete. tee, 
Can’t Win When should the 
the War bank resort to this meth- 
with Pianos od of extending credit to 


local business men? The 

test should be this: For what is credit wanted ? 
In peace the first aim of business is to 
In war the first aim must 
. king money is secondary— 
for if the Central Powers win, what good 
will our money be to us? Where is Belgium’s 


money today ? 

So a bank will be slow to lend to a piano- 
maker, for pianos will not help win the war; 
but the producer or distributor of necessities 
must be given every possible acco jon. 
It does not matter whether those necessities 
are to be used in America or in France. It 
is-just as important to feed and clothe the 
man @ho is helping to make the bolts’ which 
go into a machine to roll the oatmeal eaten by 
the man who helps make the shoes worn by 
the man who tools the shell, as it is to feed 
and clothe the man who fires the shell at a 


German “flammen-werfer.” 
eS 


The Man In investment circles, 
From Mars it is only too evident that 
the present danger is not 
inflation .but deflation. 


~ Some investors seem to fear that the end 


of the world has come. Prices of many se- 
curities would give an observer from Mars 
the impression that a German expeditionary 
force was on the way across the’ Atlantic to 
attack New York. 

This phase will pass. And one of the 
things that will help it pass will be a more lib- 
eral lending attitude on the part of interior 
banks. War credits cannot be held down to 
a peace basis. That is a fact to which our 
more conservative bankers must gradually be- 
come reconciled. 
n° 3 

Our patriotic supersti- 
Superstition tion that U. S. Govern- 
Knocked Out ment bonds must always 

sell at par or above has 
suffered a shock through the recent decline 
of Liberty bond prices.- But after all what is 
there sacred about par value? Many stocks 
are now being issued without any par value. 
A 4 per cent. stock at 80 is exactly equiva- 
lent to a 5 per cent. stock at par. 

Prices must respond to conditions. Par 
value is nothing but a fetish. 


* * * 


A Patriotic 


Anglo-French The price of the 
Fives and the Anglo-French external 
War Prospect loan 5% bonds, pay- 

able in October, 1920, 
is generally assumed to afford a pretty good 
measure of the cheer of the war out- 
look. Judging from that, the present pros- 
pect is not cheerful at all. These bonds are 
selling at the surprising discount of 15% be- 
low par, which gives the buyer at present 
prices a yield of about 11% on-his money. 

Any Government's external loans are con- 
sidered stronger than its internal loans. It 
may force its own citizens to make sacrifices 
but cannot impose the same terms on the 
citizens of foreign countries without starting 
international complications. Hence the fact 
that American investors rate combined Anglo- 
French external credit at an 11% basis 
shows a considerable element of doubt as to 
the financial future of those nations. 

The principal reasen is, of course, the re- 
moteness of peace prospects, which increases 
the danger of complete financial exhaustion 
in Europe.. At the same time, it is to 
remembered that some of the best American 
corporation short term notes are selling at 
612% to 7% basis. 











MR. FRANCIS H. SISSON 
Vice-President Guaranty Trust Co. 





(C) Underwoos & Underwous 


Mr. Sisson, who contributes an article to this issue which appears in the following pages, is 
a vice-president of the largest trust company in this country and is nationally known as a speaker 
and writer on business and financial topics. Mr. Sisson was born in Galesburg, Ill. and is a 
graduate of Knox College of that city and a post-graduate of Harvard University. He began 
his business career as the editor and publisher of daily newspapers at Peoria and Galesburg, 
Ill. Since he came to New York twelve years ago and before he was called to his present 
position, Mr. Sisson was interested in various magazine and advertising activities. He attained 
prominence in railroad circles as assistant chairman of The Railway Executives’ Advisory 
Committee, of which Mr. Frank Trumbull, chairman of the Chesapeake & Ohio Railway Co. 
is chairman. 
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To Insure Sound Expansion 


Careful Financing and Increased Production Will Prevent 
Dangerous Inflation—Must T rain the Armies of Business 





By FRANCIS H. SISSON 
Vice-President, Guaranty Trust Co. of New York 





USINESS expansion is at this mo- 
ment engaging the attention of 
the best minds in America. While 
there are differences of opinion 

as to the safe limits of this expansion and 
the methods whereby it is to be accom- 
plished, there is no doubt as to its neces- 
sity. Considerations both as to immediate 
purposes and future welfare make recogni- 
tion of the problems involved imperative. 

In many quarters there is evidence that 
the need of industrial, commercial and 
financial expansion has evoked a response 
that indicates complete comprehension of 
the task that lies before this country in 
winning the war. In many other quarters, 
however, there is still lacking that feeling 
of personal responsibility for a part in this 
war through which alone victory can be at- 
tained. The war has not yet struck home 
to every man, woman and child, and until 
it does the measures taken by the nation’s 
leaders must fall short of their full force 
and accomplishment. 

In many instances the war has shown us 
how far afield from sound economics some 
of our former governmental policies have 
led us. For years we have energetically 
tried by legislation to ‘prevent co-operation 
in business. Co-operation and expansion 
are synonymous. Restrictive state and fed- 
eral laws in bewildering variety have 
sought to compel an uneconomic condition 
which the necessities of war now reveal in 
its true light, and every effort of our 
authorities is now being made to establish, 
with law or without it, a. sound, economic 
state of ‘co-operation and expansion for 
which the leaders in business and finance 
have for years pleaded in vain. 

For the successful prosecution of the war 
it has been found absolutely imperative to 
convert the United States into a gigantic 
corporation, whose business is conducted 
by a board of directors comprising several 
committees such as the Cabinet, the Federal 
Reserve Board, the Export Council, the 





War Industries Board, the Food Adminis- 
tration, and the Federal Trade Commis- 
sion. This is a radical readjustment of our 
administrative machinery, and creates an 
anomalous situation, considering how — re- 
cently the popular hue and cry was raised 
against combinations and corporations gen- 
erally. 


Greater Changes Impending 


If the various administrators appointed 
by the President have time for reflection 
in a lighter vein, they must be amused by 
the thought that, had they aspired in pre- 
war days to the arbitrary power at their 
disposal now, they would have been sent 
to jail for the remainder of their lives as 
malefactors and traitors to the public cause. 
Today they are acknowledged patriots. 

Greater changes are inevitable, not only 
in governmental affairs, but in our business 
and finances. We are on the threshold of 
the great period of expansion lying before 
us, and a premium such as never before ex- 
isted has been placed on commercial fore- 
sight. 

The war has created a general and un- 
equalled prosperity in this country. Manu- 
facturers have beenskept so busy supplying 
present needs that they have had little time 
to lock beyond their immediate horizon. 

But we should not forget that when 
Mars, the world’s greatest consumer, ceases 
to buy, the reaction is bound to be felt, 
directly or indirectly, by every industry in 
the United States. There probably will be 
no immediate lessening of the demand for 
the products of the mills; indeed, it is like- 
ly that there will be a greater demand. But 
it is manifest that there will be sharp re- 
adjustments. This will be true of all our 
industries and businesses, for before us 
stretches the prospect of world organization 
and public control, which will not be re- 
stricted by national boundaries or interests. 

We were unprepared for war; we cannot 
afford to be unprepared for peace, too. The 
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banker, the business man, the manufac- 
turer, and the public, all will have to make 
ready for the time when the sword will 
be hammered into the plowshare. There 
will be greater production as the looms of 
peace begin to weave again and a decline 
in values will be unavoidable. 


Effect of Inflation 


Banks are now forced to lend their cus- 
tomers a great deal more money and credit 
than in normal times because the value of 
stocks of merchandise has increased un- 
precedentedly. When the war ceases, the 
effect will be marked; a sudden peace may 
cause havoc with war-inflated prices. 
Manufacturers and merchants who have on 
hand goods which were produced under 
fictitious conditions as regards cost of la- 
bor and material, and for which there may 
be little demand, even if they should be 
sold at a loss, may suffer. And because of 
the greater interdependence of all business 
interests occasioned by the closer national 
co-operation generated by the war, the 
losses sustained in one quarter will be felt 
in others. 

We must, therefore, safeguard our com- 
mercial expansion as well as possible. The 
more general use of acceptances will tend 
to accomplish that end by materially de- 
veloping our credit resources on a sane 
and safe basis. Trade acceptances will 
help to check over-buying; they will mini- 
mize the burden of bad debts ‘and of slow 
collections; and they will make the buyer 
who uses them a preferred customer. 

One of the salutary results that will 
grow out of the extended use of acceptances 
will be the establishing of a closer rela- 
tionship between the manufacturer and 
merchant, and the banker. The selling of 
products abroad necessitates the granting 
of some form of credit. In many instances, 
the manufacturer or merchant is not him- 
self in a position to give credit, but he can 
arrange for it with his banker by means 
of a trade—or a bank acceptance—a sound 
circulating medium of finance that com- 
mands a low interest rate. England 
achieved her pre-eminence in the financial 
and commercial world largely by the same 
means, and if our merchants and manu- 
facturers are to expand that they now have 
to the fullest possible extent, they should 
realize similar opportunities. 





Must Pool Our Capital 
Financing is a vital element in business 
now, and will become more so when hostili- 
ties are ended. If we are to continue the 
country’s present prosperity and lay the 
foundations for future expansion, it is im- 
perative that we conserve our money to a 
greater extent than has ever been done be- 
fore. We must pool our capital, as it were, 
in the interest of the Government, and of 
our own future. 

Only such public and ‘private improve- 
ments as are absolutely necessary should 
be encouraged, and new financing should 
not be undertaken unless it is forced by 
the exigencies of the situation. Postpone- 
ment to more propitious days should be the 
rule. It may even seem best to establish 
a commission to pass. on the priority of 
public financial offerings, just as has been 
necessary in production and transportation, 
in order that the Government may be re- 
lieved from all possible competition for 
labor, materials and money. “Will it help 
to end the war?” is the question by which 
every proposition should be measured. 

Our national machinery must not only 
be geared to the speed and co-ordinated to — 
the demands of war, but it must be made 
adaptable to the world-wide reconstruction 
which will follow the war on such a colos- 
sal scale as to tax our capacities to the ut- 
most. The manufacturer, the trader, the 
financier must be prepared to rise to that 
great opportunity. 

When the War Ends 


When war ceases, it will be necessary to 
have international regulation not only of 
finances but also, to some extent, of inter- 
national merchandising. Otherwise, the 
fiercest commercial competition the world 
has ever known will follow close upon the 
greatest war in history. 

The Allies today are studying pro- 
spective industrial conditions after the war. 
There is full recognition of the need for 
co-operation and expansion when peace is 
arranged. The interdependence of the En- 
tente Powers and their respective industries 
has never been more manifest. The Allied 
Governments realize that they must retain 
supervision of imports and exports. Future 
commercial relations between the different 
nations, undoubtedly will be discussed 
when peace conferences are held, and it is 
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more than probable that the Allies will 
draw up some broad, general plan to keep 
inevitable German competition within 
bounds. To prevent indiscriminate com- 
petition, the Allies must conduct their buy- 
ing on some such lines as they have estab- 
lished during the war. 

Meanwhile, the United States must bend 
every effort to increase its producing capac- 
ity, which, although it is greater than ever, 
is not equal to the maximum world de- 
mands now being made on it, because much 
European production is either diverted 
solely to the requirements of war or is in 
enforced idleness. 

Training the Armies of Business 

The armies of business, however, are 
still using the old weapons, and the old 
methods in their struggle to expand and 
to extend their fields of peaceful conquest. 
But there are no training camps for busi- 
ness men as there are for soldiers. Real 
interchange of opinion is only just begin- 
ning. The time is coming when the co- 
operative effort for education, improvement, 
and co-ordination in this direction will be- 
come a mighty force. The armies of busi- 
ness must be trained and disciplined as 
thoroughly as the armies of war, so that 
officers and men will know that it is “one 
for all, and all for one,” instead of “every 
man for himself” that brings victory. 

The commercial map of the world will 
be remade after the war. The rearrange- 
ment and extension of the great highways 
of the sea, which was begun by the opening 
of the Panama Canal, and was checked at 
the outbreak of the world war, will be re- 
sumed. There will be a shifting of the 
strategic trade centres of the world. The 
great vantage points of commerce will rise 


or decline in power according to the re-ar- 
rangement of the currents of international 
trade. Some will sink into obscurity; 
others will expand in power and riches and 
be the centres of the commercial struggles 
of tomorrow. 

This should mean world leadership for 
the United States with its resources of men, 
materials and money such as no nation 
from the beginning of time has experienced. 
It means an horizon for us as broad as the 
earth. It imposes upon us, too, the grave 
responsibility of discharging our duties to 
mankind with thoroughness and _ honor. 
We must rise to the: great opportunity, 
created partly by circumstances but largely 
by the native ability and initiative of our 
people. Upon none of us will more of the 
burden of this unprecedented expansion fall 
than upon the business man. 

Our Latent Productive Power 

Astonishing proof of the productive 
power of the world-at-large is furnished by 
the fact that war on the scale maintained 
for more than three years has not caused 
general privation. True, some of the 
European countries have suffered great 
hardships, but there has also been a sur- 
prising amount of widely diffused pros- 
perity. This demonstrates what a great 
margin of latent productive power exists. 

Some student of ethnology has declared 
that the racial genius of the Anglo-Saxon 
is for initiation, of the Teuton for organiza- 
tion and of the Celt for administration. In 
this country we have them all combined, 
and they need but be harnessed together 
to become a force of almost irresistible 
power. Never before in our history has it 
been so apparent that America is in reality 
the “heir of all the ages.” 








ANACONDA AS A 


MANUFACTURER 


The Anaconda Copper Mining Company, which is now building a copper-rod and wire 
mill at Great Falls, Mont., expects to have the plant in operation before the. middle of 1918. 
This will not be Anaconda’s maiden effort in a commercial manufacturing business, for during 
many years it has been a manufacturer of mining machinery and of firebrick, both clay and 
silica. In each of those lines it has been, and is, one of the largest manufacturers west of the 


Mississippi River. 


We may confidently expect that Anaconda’s next step in the manufacturing business will 
be to erect a brass factory. Producing refined copper and refined zinc at Great Falls, the 
logical thing will be to combine them to make as much brass as the Western territory requires. 
Montana is an empire in which the Anaconda Copper Mining Company supplies the major 
part of the raw material, including metals, coal and lumber. The creation of a manufacturing 
industry on such a basis is a logical development.—Engineering and Mining Journal. 
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How Bear Markets End 


A Graphic Description of Previous Bear Markets—Chief 
Characteristics Noted—The Present Situation 





By THOS. L. SEXSMITH 





HE Editor has suggested that I 

take the manner in which bear 

markets have usually ended as a 

subject for an article. He could 

not have hit upon a topic of greater interest 

at the present time. I regret very much 

that at the time of writing it is not pos- 

sible to include, as a final chapter, a de- 

scription of the end of the prevailing de- 
pression. : 

However, it will be the purpose of this 
article to show, by means of a review of 
bear markets of the past, and the manner 
in which they were ended, the chief char- 
acteristics of declining movements, and I 
hope to find through such study, something 
of value which may serve as a guide to 
help us recognize the end of the present 
movement, whenever it may arrive. 


Major Bear Movements 


The major bear movements in the stock 
market during the last twenty years oc- 
curred chiefly during the years 1903, 1907, 
1914 and the present year. One of the 
most striking features, which a review of 
these periods in the market reveals, is that 
the ending of these great downward tidal 
swings have invariably -occurred in the 
latter months of the year. 

The bear market of 1902-1903 ended 
in the month of November, 1903. The bear 
market from 1906 to 1907 made its bot- 
tom during the month of December. The 
bear market which ended in 1914 may be 
said to have officially ended with the clos- 
ing of the Stock Exchange on July 13. 
But this by no means marked the actual 
ending. Prices declined steadily in the 
unofficial market on the New Street Curb, 
which was set up as a substitute for the 
Stock Exchange during the period when 
the latter was closed, to the extent of ap- 
proximately ten points on average beyond 
the official closing figure of July 30. No 
general improving tendency was discernible 
before November, and not until the month 
of December was nearly half gone had con- 
ditions improved to the point where the 
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Governors of the Exchange felt that it would 
be safe to again reopen for business. 


Average Prices Now Very Low 

As I write the average prices, as meas- 
ured by the familiar fifty stocks, are be- 
low those of the opening of the Stock Ex- 
change in December, 1915. The Dow-Jones 
averages of the twenty rail stocks are more 
than twenty points below the low of the 
panic of 1903, nearly ten points below the 
low of the panic of 1907 and more than 
seventeen points belaw the low of July 30, 
1914. 

Exclusive of the natural reactions against 
the prevailing price trend, a major price 
decline has existed continuously since the 
top of the 1915-1916 bull market was made 
on November 20, 1916. Prices have been 
on the toboggan for more than one year, 
as we are now practically in the middle of 
the final month of the present year. 

A market graph, which I prize highly, 
gives the monthly movements of the twenty 
railroad stocks from the beginning of 1897 
to date. This graph shows that the high 
point of the bull swing, which began with 
the defeat of Mr. Bryan and the free silver 
propaganda in 1896, culminated in the 
month of August, 1902. The period of 
market activity encompassed in these six 
years of rising prices stands unequalled in 
the history of the market. The averages 
of the twenty rails advanced over eighty- 
five points from April, 1897, to August, 
1902. A peculiar feature of this remark- 
able market epoch was that the greater part 
of the movement occurred in the last two 
years. There was a steadily rising move- 
ment from October, 1900, to May, 1901. In 
these eight months the average market ad- 
vanced approximately fifty points. Three 
months of reaction followed, with a total 
loss of less than fifteen points. By Octo- 
ber, 1901, the market was again ready to 
continue its upward swing, and the move- 
ment, once started, was continuous until 
September, 1902, when top was reached at 
approximately 130 for the twenty rail 


averages. 














384 


THE MAGAZINE OF WALL STREET 





While prices began to decline immediate- 
ly after the high point was reached in 
1902, the real distribution of stocks was not 
fairly concluded until the beginning of the 
following year. Starting with January, 
1903, each month until November showed 
average prices lower than the preceding 
month. There was little or no interruption 
to the decline until the actual bottom was 
reached. Studying volume of stocks dealt 
in, in its relation to the price movement, 
we find that there was a tendency towards a 
progressive lessening of volume as the price 
movement to lower levels continued. The 
peak in volume of stocks traded in for the 
period under discussion came around the 
tops of the bulge in the early months of 
1901. In the month of April of that year 
there were approximately forty million 
shares of stocks traded in on the floor of 
the New York Stock Exchange. There 
never was a month before, nor has there 
been a month since, to equal this record. 
Although, as has already been noted, aver- 
age prices went considerably higher in 
1902, volume of trading dropped off fully 
fifty per cent. Trading around the bot- 
tom levels in 1903 had dwindled to a rate 
of ten thousand shares per month, roughly 
estimated. 

Holders Tired Out 

It is quite evident from this observation, 
reinforced by the fact that prices were al- 
lowed to drag for about eleven months 
around the low prices for the movement, 
that investors were tired out of their stocks 
rather than driven out at the time. In the 
light of market history, it is easy to under- 
stand that this period, which so sorely tried 
the patience of investors and weakened their 
hopes, was a period of reaccumulation on 
the part of those who were in a position to 
forecast the improvement in business con- 
ditions which was to follow and were sup- 
plied with available funds sufficient to en- 
able them to take over the holdings of in- 
vestors and speculators who became discour- 
aged by the failure of the market to rally 
to any extent, and who consequently threw 
over their stocks around the lowest prices. 

A Spectacular Decline 

The bear market of 1906 to 1907, which 
followed the recovery from the panic of 
1903, and the huge distribution of stocks 
which took place around the top levels of 


that recovery, was one of the most spectacu- 
lar bearish movements in the whole market’s 
history. 

The actual decline began in December, 
1906, and continued without a let-up for 
the next three months. In the month of 
March, 1907, prices fairly melted away. In 
that single month the twenty railroad aver- 
ages declined more than twenty points. It 
was a veritable slaughter of the innocents. 
A quick rally followed but it did not last 
longer than into the following May, and 
amounted to a little over ten points. 
Many excellent judges of market conditions 
thought, at the time, that the sharp break 
of March marked the end of the bear move- 
ment, but they were doomed to disappoint- 
ment. After a second and smaller recov- 
ery in July, prices again began to decline 
with rapidity, and the month of November 
nearly duplicated the disastrous March 
occurrence. Finally, the end came in De- 
cember. From a high point in 1906 of 137 
and a fraction, the averages declined to very 
little above 80. As in the case of the pre- 
vious bear market, there was a tendency 
towards decreasing volumes as the decline 


developed. 
A New Kind of Bear Market 


The bear market which ended in 1914 
had very much different characteristics than 
the two bear movements which had imme- 
diately preceded it. Its beginning really 
dates from the month of - August, 1909, 
which month marked the top of the very 
brisk and aggressive recovery in average 
prices which followed the making of the 
December lows in the panic of 1907. In 
twenty-two months the twenty rails had re- 
covered from just above 80 to practically 
135. The recovery was orderly and with- 
out any important interruption until finally 
the top had been achieved. Even at the 
highest prices for the movement volume of 
sales failed, by nearly fifty per cent., to 
reach the high mark registered in 1901, 
and which was almost again equalled in 
1906. 

Beginning with September, 1909, there 
was a slow decline which ended in July, 
1910. Again there was a distinct falling 
off in volume of stocks dealt in on the de- 
cline. From the low point in 1910 there 
was a half-hearted recovery in average 
prices which continued until July, 1911, 
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and during which about one-half of the 
ground lost in the previous decline was 
made up. The month of August, however, 
yielded a sharp downward-movement which 
cancelled nearly three-fourths of the gain 
made in the preceding twelve months’ rise. 
It was this ease of reaction, as compared 
with the apparent difficulty in advancing 
prices shown in the slow one-half way re- 
covery from July, 1910, to July, 1911, 
that really gave an illuminating sidelight 
on the true conditions which were having 
their influence upon the market for rail- 
road securities. The hint given by the 
abrupt decline of August, 1911, showed 
that something was wrong with the rail- 
roads, and that some very important mar- 
ket interests knew that something was 
wrong and had mapped their market course 
accordingly. 

I do not need to remind my readers that 
that “something wrong” still remains a 
dominant market factor. The railroads’ 
troubles are nothing new, although they 
now have, perhaps, reached the acute stage. 


Rails Recover with Difficulty 


After the sharp break in August average 
prices for the twenty rails declined some- 
what further in December. Beginning with 
the next month there was another slow rally 
which continued until October, 1912. It 
required thirteen months of effort to bring 
the twenty rails back over the ground which 
had been lost in less than three months in 
1911. The following month, November, 
1912, saw the beginning of the decline in 
the rails, an? all other classes of stocks as 
well, which, although interrupted by small 
rallies in 1913 and the early months of 
1914, did not really end until after the 
closing of the Stock Exchange at the time 
of the outbreak of the war in 1914. 

The ending, as far as official prices were 
concerned, was so abrupt and so plain- 
ly dominated by the outside influence of the 
war in Europe, and the consequent out- 
pouring of investment and speculative se- 
curities from every corner of the globe, that 
there is very little in the way of a lesson 


to be taken from it which would guide us - 


on future occasions. 

Passing from this to the present, we 
come to the major downward movement 
still under way. In many respects, the bear 
market of 1916-1917 is unlike any which 


has gone before. We all know that stocks, 
especially the industrial group, were ex- 
travagantly bulled during 1915 and again 
in 1916. A very important distribution of 
stocks from one class of holders to another 
took place in the fall of 1915 and in the 
fall of 1917. This distribution was large- 
ly confined to industrial stocks. The dis- 
tribution in the rails took place years be- 
fore—in 1901-1902, in 1905-1906 and in 
1909—on a grand scale, while the distri- 
bution in later years, 1911 and 1912 and 
again in 1915-1916, was on a much smaller 
scale relatively. 


Rails Well Distributed 


The job had been pretty thoroughly done 
at the end of 1909, and the vast bulk of 
railroad securities was by that time lodged 
in the hands of investors and in banking 
and other public institutions all over the 
world. Promoters of railroad securities had 
prudently cleaned house, and the burden 
of railroad woes now falls lightly upon 
their backs. The public has the vast bulk - 
of railroad securities. 

What 1902, 1906 and 1909 meant to the 
market for railroad securities, 1915 and 
1916 meant to the industrial list. These 
two latter years furnished two wonderful 
opportunities for the distribution, at un- 
heard of high prices, of thousands and 
thousands of shares of stocks, some of 
which could have been purchased for prac- 
tically a song two or three years before. 

So far the present bear movement: has 
been divided into three parts. The first 
downward swing began in November and 
ended in February. The fifty stocks de- 
clined from above 101 to about 77. From 
February until late in June there was an 
intermediate movement which consisted of a 
ten point upswing that was followed by 
a movement of about a like amount on the 
downward side, after which there was a 
recovery which failed by a little more than 
a point to reach the first top. Early in 
June, then, began the second big down- 
ward swing, which is still in progress as 
I write. 


Volume Falls Off on the Decline 


Again the old tendency towards drop- 
ping off of the number of shares dealt in 
is noticeable. In the early days of the 
break in the fall of 1916, and the early 
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part of 1917, million and one-half share 
days were quite common. Now, after two 
or three days of decline, we sometimes have 
a day of about one million shares or over, 
but they are becoming rarer. December 11 
and 12 were two days which yielded ex- 
tensive losses in nearly all classes of securi- 
ties, yet the 11th had barely five hundred 
thousand shares while the 13th had some- 
what less than eight hundred thousand 
shares. 

The philosophy of this may lie in the 
fact that as prices continue to go down 
those less able to hold stocks are forced to 
throw them over, until finally it comes to 
a survival of the fittest. 

When stocks are again, for the most part, 
in powerful hands, prices will cease to go 
down any further. For the benefit of those 
who may still be hanging on, hoping against 
hope, and whose resources are limited, this 
may be a poor sort of consolation. But the 
very fact that they have been able to hold 
on through that which has already gone 
by shows that they have an _ inherent 
capacity to stick by their guns and no 
mean resources. A decline that has already 
yielded more than forty points on an aver- 
age of fifty stocks cannot, in the very na- 
ture of things, be far away from its end. 
The worst may now already have been seen. 

Those who have stood the firey test of 
the present decline, and are still in posi- 
tion to see it through to the end, wherever 
it may be, may learn an expensive lesson 


from their experience if they treat the mat- 
ter with sane philosophy. These who have 
long since been “wiped out” or have not 
had the courage to hold on further, have 
greater need to learn the same lesson. In 
a few words, the great lesson may be stated 
thus: “There is a time to buy, and a time 
to sell.” The time to buy is whenever 
prices are relatively low and few desire to 
buy, and when on the surface the outlook 
for the future is dark. The time to sell, 
which is equally important to know, is 
whenever prices are relatively high and 
everybody is disposed to buy, when volume 
of sales has reached the point when it be- 
comes a nine days wonder to the newspapers 
and the public, and when expression of 
supreme optimism for the future outlook is 
on the lips of all the oracles of public 
opinion. 

It occurs to me at this juncture that I 
cannot be of greater service to my readers 
than to take this means of directing their 
attention to the series of educational articles 
on the stock market by Richard D. Wyckoff, 
now running in this publication. Had the 
fundamental principles of investing and 
trading, clearly explained in this series, 
been understood by the public generally, 
the huge buying by the public in the fall of 
1915, and again in 1916, at top prices, 
would not have taken place, and the bear 
market, now the cause of so much pessim- 
ism, would not at the present time be a 
topic of such universal concern. 








HOW RICH MEN BUY AND SELL STOCKS 
“Do you suppose big men ever do the obvious thing?” writes A. W. Atwood in The 


Evening Post. 


I Saturday 
“Camouflage was used in Wall Street before the French ever heard of the word. 


Concealing their acts by changing the machinery is absolutely necessary.” 


“Well,” said 


I, naming a man worth $60,000,000, “how would Mr. 


buy stocks?” 





“I don’t know how he does it,” said my informant, with his most ingratiating official smile, 


“but I know exactly how I should do it if I were Mr. 


. And,” with a burst of frankness, 





“this is the way the big fellows actually do it: Mister Rich Man telephones a broker. “What 


do you think of the market?’ asks Mister Rich Man. ‘I don’t know,’ replies the broker. 


‘Neither 


do I,’ says Mister Rich Man; ‘but I tell you what you do: If Union Pacific goes down three 


points buy me a couple of thousand shares.’ 


“And you and I know darn well,” continued my informant, “that Mister Rich Man had 












already some time previously sold two thousand shares of Union through another broker to in- 
sure its going down to where he wanted it. You must remember that the accumulation or dis- 
tribution of big lines of stock requires a long time—is often extended over many months. You 
will recall that in the famous leak inquiry of President Wilson’s peace note, Bernard M. Baruch 
testified that all the time he was selling short on such a tremendous scale he was buying also 
in order that no one might suspect that he was a consistent seller. 

“You will also recall as showing how careful certain operators are to conceal their hand 
that the testimony in the Columbus & Hocking case some years ago showed that the man- 
aes of the syndicate in the stock could not discover for months where the selling was com- 
ing from. 
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ME years ago, John D. Rocke- 

feller stated that the business of 

producing oil was hazardous, and 

he spoke the truth. Few, however, 
who consider the oil industry marketwise 
recognize that the production of oil is only 
one of the four major operations of the 
business, which covers the producing, trans- 
porting, refining and marketing of crude 
oil and petroleum products. 

The fact remains that investors are still 
inclined to regard the petroleum industry 
as speculative and commentators on oil se- 
curities, who have grown quite numerous 
in latter days, are prone to accentuate this. 

Most emphatically a large majority of 
producing oil companies, whose stocks are 
now being offered to the public, are highly 
speculative enterprises. On the other hand, 
the petroleum industry as a whole in its 
present stage of development is no more 
hazardous than our other great basic indus- 
tries and the securities of those companies 
which combine the four major operations 
and which have won an established place, 
offer not only attractive investment returns 
but splendid possibilities for enhancement 
as a result of an inevitable expansion. 


Birth of the Business 


The petroleum business, hardly more 
than half a century old, already has un- 
dergone two periods of basic development 
and now waits only on the conclusion of 
the war and the adoption of liquid fuel in 
marine transportation, to enter upon the 
third and greatest phase of its develop- 
ment. 
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Petroleum or rock oil, as distinguished 
from vegetable and animal oils, has been 
known for centuries, but the commercial 
development of its use dates back only to 
1857, when Edward L. Drake drilled a 
well for oil after the manner in which he 
had been accustomed to drill for water and 
brought in a flowing oil well of the gusher 
type near Titusville, Pa. From his crude 
experiment were developed the modern 
methods of well drilling resulting in an 
ever increasing supply of crude oil and a 
development of the use of petroleum until 
it has become an indispensable factor in 
modern industry. ” 

The development of the industry over 
a period of thirty-six years is illustrated in 
Table I. 








TABLE I—GROWTH OF INDUSTRY. 


Refinery 
Production Consumption 

Year (Barrels, 42 Gal.) (Barrels, 42 Gal.) 
Sa ntineaek 26,286,123 17,417,455 
ies oneenn 35,163,513 30,662,629 
_ eres 117,080,960 66,982,862 
. eee 183,170,874 120,775,439 
nD tdustenhacal 265,762,535 191,262,724 
BE. ataxinncee 300,767,158 *296,076,266 


*Figures for 1916 are from a November, 1917, re- 
port of The Bureau of Mines. 








Those who regard the industry as essen- 
tially hazardous fail to realize how petro- 
leum is crowding out coal, supplanting 
steam and rivaling electricity as a medium 
of motive power; how every wheel that 
turns in the workshops of the world is 
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lubricated with petroleum; how dependent 
upon its use are all mechanical arts; how 
essential is its employment in every form 
of transportation, on the surface, in the 
air, under water, and finally how its uses 
inevitably must continue to expand with 
the growth of industry and its handmaiden, 
transportation. 

In the period since the war, the refining 
end of the industry shows a growth of 55 
per cent, compared with a growth of 58 
per cent in the previous five years and a 
growth of about 48 per cent in the five 
years 1904-1909. 


War Not Responsible for Growth 


While this would seem to indicate that 
the war is responsible for the recent ab- 
normal growth and prosperity of the in- 
dustry, the facts are to the contrary. Up 
to the close of 1917, war conditions have 
influenced the industry only to the extent 
that general prosperity and increased in- 
dustrial activity reflect favorably upon 
business in general. The direct cause of 
the steady growth of the oil business since 
1909 and its abnormal expansion since 
1915 has been the remarkable increase in 
the use of automobiles ahd internal com- 
bustion engines. This fact was developed 
by a searching Government inquiry into 
the oil business as a result of a congres- 
sional furore over the steady rise of gas- 
olene prices throughout 1915 and 1916. 
Following months of investigation, the 
Federal Trade Commission reached the 
conclusion that the advances in gasolene 
prices were the result of economic condi- 
tions and summed up the result of its in- 
vestigation as follows: 

“The demand for gasolene as measured 
by consumption has increased and was 
about 38 per cent higher in 1915 than in 
1914. The supply did not increase in pro- 
portion, the quantity of gasolene and naph- 
tha manufactured in 1915, being 31 per 
cent greater than in 1914. The difference 
between production and sales was covered 
by- decreases in stocks of gasolene. As a 
result the general level of prices in 1915 
was necessarily and naturally somewhat 
higher than in 1914.” 

To prove the correctness of its deduc- 
tions, the Federal Trade Commission pre- 
sented Table II, compiled from reports of 
270 companies. 


How direct has been the bearing of this 
ever increasing distribution of gasolene- 
consuming horsepower upon the petroleum 
industry is shown by Table III, indicating 
the growth of the automobile industry and 
the resultant expansion in the production 
and refining of petroleum. 

Gasolene requirements are not limited to 
use in automobiles as large quantities are 
used in stationary engines, motor boats, 
farm tractors, aeroplanes and in various 
industries. Varnish makers and painters 
and wool scourers consume large quanti- 
ties of high grade naphthas and the dry 
cleaning establishments of the country re- 
quire 100,000,000 gallons annually. 








TABLE II—ENGINE PRODUCTION 
(000 omitted throughout) 


c—i913—_:SCO-1915-———\ 


oe 
a 
en 
A — 
7” he foe] > 
iz =o 7x e™ Se 
Zaed 2h em ws 
Autos. and 
Motor Trucks 318 7,561 725 17,263 65% 
Tractors .... 2 76 7 200 161 
Stationary 
& Portable 


Engines ....113 1,213 215 2,931 233 
Power Boats..128 2,427 110 2,129 15 


Ted ..:. 563 11,279 1,058 22,524 62 








It is apparent, therefore, that the rapid 
growth in the use of the internal combus- 
tion engine has been the overshadowing 
cause of recent expansion in oil. 

Adjustment to New Conditions 


This brings up for consideration the 
adaptability of the industry to adjust itself to 
new conditions. In the process of refining, 
which is nothing more than a distillation 
of the crude oil, the yield of gasolene will 
run from 10 to 25 per cent according to 
the gravity of the crude, while the yield of 
kerosene will average 30 per cent from oils 
of all gravity. In the period when kero- 
sene was the basic product of the industry 
and gasolene a despised by-product, it was 
customary to cut down the gasolene yield 
and squeeze as much kerosene as possible 
from the raw material. When electricity 
and gas began crowding out the use of 
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kerosene as an illuminant, the industry 
was faced with a serious problem. Then 
along came the automobile and suddenly 
gasolene supplanted kerosene as the staple 
product. But another difficulty arose. Un- 
der ordinary refining methods a barrel of 
crude oil will yield nearly two gallons of 
kerosene to each gallon of gasolene, while 
the consumptive demand is just the other 
way about. To meet this situation, refining 
methods were shifted quickly and so suc- 
cessfully that while the refinery output of 
gasolene increased 40 per cent between 1914 
and 1916, the output of kerosene was de- 
creased 32 per cent. This result is largely 
due to the introduction of “cracking” 
processes, whereby the yield of motor fuel 
has been raised to approximately 40 per 
cent of the raw material. 

One of the immediate difficulties which 
confront the industry as a result of the 
worldwide demand for motor fuel, is its 
supply of raw material. Our consumption 
of crude oil in 1916 was 316,702 barrels 








TABLE III—EFFECT OF USE OF AUTO- 
MOBILES 
(000 omitted) 


Gasolene Crude Oil 
Manufactured Production 


Automobiles (Bbls. (Bbls. 
Year In Use 50 Gal.) 42 Gal.) 
URNS 85 "6,920 134,717 
BE ans dave 400 *12,900 299,557 
er 1,253 34,915 265,762 
BORE indedecs 1,754 41,600 281,104 
). er 2,225 $54,760 300,767 





*Figures are for census years 1904 and 1909. 
+Gasolene output includes blended gasolenes. 








a day greater than our daily consumption 
in 1909. In June, July and August of 
1917 our consumption maintained a daily 
average above 1,000,000 barrels for che first 
time in the history of the industry. Prelim- 
inary figures for the month of Octuber in- 
dicate that nearly 5,000,000 barrels were 
diawn from storage or 3 per cent of the 
amount above ground on September 30. 

On November 30, the new wells under 
way in all fields exclusive of Wyoming and 
California numbered 4,738 a high record 
for the industry. 





The possibility that the industry may at 
some future time be brought face to face 
with a serious shortage of crude oil, is not 
even considered seriously by experienced oil 


men. For sixty years past the industry 
has met promptly every demand made upon 
it and always without shifting the full bur- 
den of its occasional difficulties upon the 
consumer. If the growing use of petroleum 
products calls for an annual output of four 
hundred to five hundred million barrels 
annually, as it .may within the mext ten 
years, we will produce it. 


Uncertainty Over Supply 


Undoubtedly, it is largely due to uncer- 
tainty over the supply of raw material that 
the industry has been characterized as haz- 
ardous. One of the men initially associated 
with the building up of the old Standard 
Oil organization from the inception of the 
industry, once said to the writer that the 
bug-bear of Mr. Rockefeller and his asso- 
sociates throughout their successful careers, 
was that the supply of crude oil would give 
out and that the millions they had invested 
in refining plants and transporting and 
marketing equipment would be junked. To 
this state of mind he attributed the frequent 
fluctuations in the price of crude oil with 
the consequent ups and downs in refined 
prices. It was always a feast or a famine, 
although the financial status of those who 
grew up with the industry would not in- 
dicate a predominance of lean years. Nev- 
ertheless, the frequent changes of price was 
an indication of instability that was not 
without effect upon the public mind. 

New conditions and a new generation of 
executives are coming to the front and with 
the banking support the business has re- 
ceived in the last three years, the tendency 
now is toward stabilizing prices. The con- 
sensus of opinion is that this can be ob- 
tained by increasing the reserve supply of 
raw material. For the last five years, with 
an interval during which the prolific Cush- 
ing pool was active, the industry has been 
operating on less than half a year’s reserve 
supply. If this reserve were increased 
without too violent a reduction in crude 
prices, it would act as a counterbalance on 
refined prices; when production fell off and 
increased drilling activity became necessary. 

The existence of a general disposition 
to stabilize prices for refined products has 
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been in evidence for some time past. The 
increase in gasolene prices during 1915 
seemed abnormal only because it succeeded 
a period in which prices of all refined 
products had been demoralized by the over- 
production at Cushing, followed by the out- 
break of the European war. Refineries 
had constricted their operations until the 
reserve supply of gasolene had declined to 
less than two months’ supply. Suddenly 
an abnormal demand developed and the 
price advanced 75 per cent above the low 
price for the year but only 30 per cent above 
the high price of the previous year. Mean- 
while, the price of the raw material ad- 
vanced 200 per cent in the Mid Continent 
and 70 per cent in the Eastern fields. The 
price of gasolene in the Mid Continent re- 
gion is only 6 cents a gallon higher today 
than it was in 1914 while the price of the 
raw material is $2 a barrel against 40 cents 
in 1914, 

As the government officials indicated, the 
cause of the sharp advance in gasolene 
prices was due to economic necessity. We 
can add that no attempt was made within 
the industry to take advantage of war con- 
ditions and raise prices to artificial levels. 

If the European war had exercised a 
direct influence upon the industry the rec- 
ord of it would be apparent in the export 
records but these fail to show any more sub- 
stantial growth than is revealed in the fol- 
lowing figures: 


Fiscal Years Exports (Gallons) 
BEERS Sacdecsccccces 2,240,031,235 
SED Sceccctecesess 2,329,575,617 
ED adcoeet cocense 2,607,491,209 
|) BPP ree 2,749,438,434 


In the three fiscal years subsequent to 
the outbreak of the war our petroleum ex- 
ports increased 509,407,000 gallons against 
an increase of 471,300,000 gallons during 
the three years prior to the war. This is 
too insignificant to be reckoned and the 
further fact obtains that since the outbreak 
of unrestricted submarine warfare last 
February, our petroleum exports have fal- 
len off and the operations of the tankship 
fleet have been greatly hampered. 

The effect of our own entrance into the 
war has not helped the industry as the dif- 
ficulties of moving refined products by tank 
cars have multiplied owing to railroad 
congestion, while the well meaning efforts 


of the shipping board in undertaking to 
commandeer tankers and supervise the over- 
seas movement of petroleum products, have 
not worked out so well as anticipated. For 
instance, an order insisting on all gasolene 
shipments being made from Atlantic ports, 
in order to save the time consumed in the 
journey to Gulf Coast ports has resulted in 
an accumulation of gasolene stocks in the 
Mid Continent and a scarcity of supply in 
the East which can not be remedied owing 
to railroad conditions. 

For some months after our entry into 
the war, the shadow of price fixing was 
over the industry and everyone recognized 
the lack of tenderness officialdom has al- 
ways shown to the oil interests. The un- 
fortunate results of price regulation on the 
production of coal and the absolute neces- 
sity for keeping up the enthusiasm of oil 
producers are helieved to have removed any 
danger of radical action at Washington. 


War’s Serious Effect 


The most serious effect of war condi- 
tions has been upon the oil securities mar- 
kets. The 36 companies in the Standard 
Oil group show a combined loss in market 
value of more than $500,000 between April 
15 and November 15, and this in spite of 
the fact that all of them have maintained 
their regular quarterly dividends and the 
usual quarterly extra disbursements, while 
not a few of them have announced an in- 
creased bonus for the last quarter. All of 
the companies in this group can show earn- 
ings sufficiently large to take care of excess 
profits, maintain their usual regular and 
extra dividends and maintain their working 
capital intact. The same may be said_for 
practically all of the larger companies in 
the industry, particularly those which com- 
bine the major operations of producing, re- 
fining and marketing. 

It is conservative, therefore, to state that 
the oil securities market has discounted 
every adverse factor short of a military de- 
bacle, while the advent of peace instead of 
bringing a setback will mean further activ- 
ity in replenishing the depleted petroleum 
stores of Europe, a task for which the in- 
dustry has been preparing by increasing the 
tonnage of its tankship fleet by 371,900 
gross tons since 1915 with 496,680 gross 
tons under construction, for 1917 or 1918 
delivery. 
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“Should Bankers, Bond Dealers and 
Brokers Work for Nothing ?” 


Leading Investment Houses Respond to THE MAGAZINE OF 
WaLL Srreet’s Query—Unanimity of Opinion, But Great 
Diversity as to the Form Remuneration Should Take— 
Some Interesting Views on the Prospects for the In- 
vestment Business 





N our November 24th issue we 
published an editorial with the 
caption, “Should Bankers, Bond 
Dealers and Brokers Work for 
Nothing?” It pointed out that 
the maker and fabricator of raw materials, 
the farmer, copper producer, steel manu- 
facturer, coal miner, etc., are allowed, 
under the fixed prices made by the Gov- 
ernment, to realize greater profits than 
they could make in times of peace. On the 
other hand the banking, bond and invest- 
ment houses—the merchants of securities 
—whose business is paralyzed during 
the period of war loans, are expected to 
maintain their expensive organizations and 
devote them without compensation to the 
floating of those loans whose issuance puts 
a dead stop to the ordinary investment bus- 
iness. 

And we raised a query which we ex- 
pressed as follows: 

“No one can accuse the banking in- 
terests of lack of patriotism. Their 
subscriptions to the loans have been 
heavier in proportion to their capital 
than the subscriptions of almost any 
other class. They have worked loyally, 
willingly and uncomplainingly for the 
success of the loans. 

“But is it just to throw such a heavy 
burden on them simply because they 
do not complain? We do not believe 
that the Government is taking this po- 
sition through deliberate intention, 
but through failure to give proper 
weight and consideration to all the 
elements of the situation.” 

In order to ascertain the feeling of the 
investment houses throughout the country 
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on this point we wrote to a number of rep- 
resentative firms, asking them to express 
their views on the following questions: 

(1) Are you of the opinion that banking 
and investment houses ‘are entitled to re- 
muneration in the flotation of future Gov- 
ernment loans? 

(2) Do you believe that such remunera- 
tion, if any, should be limited to expenses 
in connection with selling Government 
bonds, or that it should go further? 

(3) What form, if any, should such 
remuneration take? 

(4) Can the smaller investment houses 
make any money or even continue in busi- 
ness if the same course in regard to future 
Government loans is followed as in the case 
of the first two loans? 

The very large number of replies to our 
letter showed what a vital topic we had 
touched upon. 

Nearly Unanimous on First Question 

In regard to question 1 there was nearly 
a unanimity of opinion. Of the many re- 
plies received slightly more than 82 per 
cent were flatly in favor of some form of 
remuneration for the investment bankers, 
13 per cent asked to be excused from ex- 
pressing an opinion either on the grounds 
that they were undecided on the point or 
that they were connected with Liberty Loan 
committees, and therefore not in a position 
to make a statement for publication, while 
slightly more than 4 per cent believed that 
there should be no change in the present 
system of flotation. 

On question 2 there was greater difference 
of opinion. - Slightly more than 45 per cent 
of the answers received were in favor of not 
restricting remuneration to expenses merely, 
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slightly more than 22 per cent thought that 
payment of expenses would be fair and 
sufficient, nearly 14 per cent expressed the 
opinion that the sellers of Liberty bonds 
should receive expenses and a small com- 
mission, and 18 per cent made no reply to 
this question. 

Question 3 drew forth the greatest variety 
of views, and we mention those of construc- 
tive nature, which group themselves under 
the following heads: 

a—Expenses plus 1-16 per cent commis- 
sion. 

b—Commission not practical, but some 
way should be fourid to remunerate. 

c—Straight commission (amount not 
stated), “such as transactions on the ac- 
credited stock exchanges carry.” 

\% per cent commission. 
e—Remuneration by Government for ex- 
penses incurred. 

f—Expenses plus % per cent commission. 

g—! per cent commission. 

In regard to question 4 there was no 
doubt in the minds of the investment fra- 
ternity but that their business is in for a 
long and trying siege. A few were of the 
opinion that the investment houses can 
“worry along” under present conditions, 
but by far the great majority predicted 
disaster for the small investment house 
unless Government support is forthcoming. 
We publish herewith some interesting re- 
plies to this question; 

C. F. Childs & Co. (Chicago and New 
York): 

“The smaller investment houses can find 
ample opportunity to have their men re- 
engaged in the flotation of these loans 
under a State Chairman and thereby the 
smaller houses would be proportionately 


relieved of the expense of maintaining 

their full force.” 

Breed, Elliott & Harrison (Cincinnati, 
Ohio) : 

“Do not believe the smaller investment 
houses can make any money under the 
present circumstances. Their continuance 
in business depends altogether on the 
liquid capital.” 

Strother, Brogden & Co. 
Md.) : 

“Would depend upon what business, 

other than Government issues, these 





(Baltimore, 


smaller houses could handle, but do not 
believe that any renumeration which the 
Government could pay on the distribution 
of its loans would be such a factor as to 
enable them to continue in business if 





answers received, 
names in connection therewith at the re- 
quest of those who wrote the letters; 


they are not going to have other business 
than Government loans.” 


Charles S. Kidder & Co. (Chicago, II.) : 


“Would depend on the policy and con- 
duct of their business. Whatever com- 
pensation they would receive from the 
Government would hardly be sufficient to 
maintain their organization unless they 
could do a fairly profitable business during 
the interval between the Govt. loans.” 
The Provident Savings Bank and Trust 

Co. (Cincinnati, Ohio) : 

“We are of the opinion that not only 
the smaller investment houses, but many 
of the larger investment houses will not 
make any money during the period of the 
war, and quite a number of them will be 
obliged to liquidate and discontinue their 
business if the same course is followed in 
regard to future Government loans as in 
the case of the first two loans.” 


James N. Wright & Co. (Denver, Colo.) : 


“Answering your question number 4, we 
are at a loss to form any very definite 
opinion, although it is, of course, obvious 
that the small house without adequate 
capital to see it through in the present 
situation, is bound to resort to some other 
line of business. Your question, however, 
seems unimportant to us in view of the 
many thousands of small businesses that 
have had to be entirely given up through 
their owners having gone into the service.” 


Fort Dearborn Trust and Savings Bank 
(Chicago, Ill.): 


“Decidedly not; unless a change is made 
relative to keeping a bond distributing 
organization alive through payment of a 
fair compensation.” 

Weil, Roth & Co. (Cincinnati, Ohio) : 

“With proper curtailment of new issues 
of securities, both public and corporation, 
it is the writer’s belief that there should 
be no difficulty in marketing future issues 
of Government securities, especially so if 
banks are given leeway in reference to 
their collateral loaning accounts, and I, 
therefore, feel that the investment busi- 
ness still has good prospects even though 
handicapped by national conditions.” 


We print the following extracts from 
refraining from using 


“After the Liberty Loan has been placed, 
it is our idea that the bonds should not 
be traded in on the New York Stock 
Exchange, but that the Federal Reserve 
Banks should make a secondary market 
for them. That is, take in all bonds that 
are offered at 99% and allow the invest- 
ment bankers to maintain a price of ” 
and redistribute any bonds which are 
chased by the Federal Reserve Bank. his 
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would enable the investment bankers 
throughout the United States to work con- 
stantly on the Liberty Loan and prob- 
ably make their travelling expenses out 
in the country districts selling these bonds 
during the period between the active cam- 
paigns.” 





“I feel that we are faced with the neces- 
sity of floating loans at comparatively fre- 
quent intervals as long as the war lasts, 
but I believe that when we get into our 
stride and readjust our financial organism 
to the frequent demands made by Gov- 
ernment bonds, other business will 
naturally revive, and that there will be 
at least a chance to make a living for 
every one in our field. Anyone who be- 
lieves in the continued prosperity of the 
United States must as a ania Bad to 
that belief realize that there must be 
some financing done to carry on this 
business. This financing may be limited 
and it may be regulated, but in either 
or both events banking houses will be 
called upon to do the financing and will 
reap some benefit therefrom.” 


The following reply, with its constructive 
suggestion is of more than ordinary in- 
terest: « 


“Prior to replying to the four ques- 
tions asked in your letter, I beg to refer 
to the paragraph in the editorial reading 
as follows: 

“‘No one can accuse the banking in- 
terests of any lack of patriotism. Their 
subscriptions to the loans have been 
heavier in proportion to their capital 
than the subscriptions of almost any 
other class. They have worked loyally, 
willingly and uncomplainingly for the 
success of the loans.’ 

“I desire to add that it is my firm 
belief that the banking interests will 
sincerely and conscientiously continue 
to do so at no small expense to them- 
selves. It is my belief that the Govern- 
ment does not realize that it is not only 
‘killing’ the business of the investment 
banker by reason of the fact that his 
entire time during the flotation of a loan 
is devoted to the interest of the same 
without remuneration, but that there 
is also a very heavy loss incurred in 
addition to their overhead and equip- 
ment expenses and working forces. 

“In answer to your first question— 
whether the Government in its future 
issues should remunerate investment 
houses, not only do I believe it should 
do so for the foregoing reasons, but 
also because of the fact that investment 
houses are of vital importance in aiding 
the Government in the flotation of the 
bonds, and without remuneration and 
with conditions existing in this business 
during war times, it is my opinion that 
the smaller investment houses, and 


some of the larger ones, cannot continue 
in business if the same course in re- 
gard to future Government loans is fol- 
lowed as in the case of the first two. 
The elimination of the investment bank- 
ers in this manner by taking away from 
them the very ammunition essential to 
their operation, would, in my opinion, 
be as grave an error as the taking away 
from our soldiers their arms and am- 
munition and sending them to the 
battlefield. 

“Questions two and three are very 
hard to answer, and I dare say have 
been given considerable thought by 
many of the banking interests of our 
country. For many reasons, which I 
will not dwell upon here I do not be- 
lieve that remuneration in the form of 
a commission of % to % per cent would 
be practical, nor do I believe that the 
Government can equitably and promptly 
adjust matters amongst investment 
houses for a remuneration of expenses. 
However, there must be some way that 
the investment bankers could be organ- 
ized into a body, as they have been in 
the past, working solely for the Gov- 
ernment in its war financing and re- 


. ceive remuneration. 


“It has occurred to me that a volun- 
tary board composed of a member of 
each investment banking firm and bond 
department of banks, in a reserve dis- 
trict, should be organized, and these 
various investment banking firms turn 
over to the Government their entire 
force for the sole purpose of Liberty 
Loan financing. This organization 
could so adjust itself as to distribute to 
whichever house it best fitted, a certain 
branch of operation, by this means, one 
house to do all the clearing, another 
the soliciting and management of sales- 
men, another the conversion work, and 
so on, etc. This would eliminate all 
the detail work of the banks in con- 
nection with the Liberty Loan issues; 
and for this labor, which would con- 
tinue during the periods when the 
Liberty Loan sales are not in progress, 
each house would be remunerated; 
they, to submit a statement of their 
expenses, including overhead, etc. 
same to be approved by the organized 
board, who may have the privilege of 
demanding assurance that no advance in 
expenses would be incurred above those 
existing previous to the war. Inas- 
much as the capital of a great many of 
those who are serving their country 
is invested in a number of investment 
houses, I believe it only fair that a certi- 
fied statement of capitalization, surplus. 
etc., of the corporation be submitted, 
and interest at a rate to be agreed upon, 
allowed on such capitalization during 
such period as the organization is work- 
ing in the interest of the Government.” 




















Leading Opinions 


About Financial, Investment, Banking and Business Conditions 





The Railroad 
Tangle 


Discussing the problems confronting the 
railroads of the country, Henry Ford says 
that their predicament is due to the heav- 
iness of the equipment and that steel of 
great strength but much less weight can 
be used on freight and passenger cars and 
cut down the cost of operation. 


“The United States needs one unified rail- 
road system tying together all parts of the 
country,” he said. “Through the proxy sys- 
tem, control of our railroads has passed 
largely to bankers living in New York and 
other large cities. These bankers are busy 
in their offices with stocks, bonds, commis- 
sions and syndicate arrangements—but who 
ever saw them go to a point of congestion 
or railroad trouble to see what was the mat- 
ter with their railroad? 

“For the last decade railroad presidents 
and even operating officials have been talk- 
ing like their banker managers about in- 
creases in freight rates and security values, 
instead of devoting their thought and ener- 
gies to eliminating waste and improving 
equipment.” 

W. P. G. Harding, Governor of the 
Federal Reserve Board, is not in favor of 
the rediscounting of railroad paper. In a 
letter written by him in response to an in- 
quiry Governor Harding said that he was 
not at all in sympathy with the idea, adding: 


“The requirements of railroads which 
would entitle them to borrow generally in- 
volve transactions of a much more perma- 
nent nature than should be covered by 
ninety-day borrowings. (It is reserve 
money that we are handling and it must 
not be locked up in permanent loans; they 
would either be -.permanent—by being re- 
newed from time to time, or they would be 
an element of danger to the borrowing cor- 
poration.) 

“Corporations that have to appeal to the 
investment market on a large scale for the 
funds that they require should not, as a rule, 
use at the same time the commercial paper 
market.” 


“Outright government ownership and 
operation is the only real solution of the 
railroad question. All the other proposals 
are merely impotent makeshifts and in the 
end will cost more without giving anything 
substantial in return.” 


This is the declaration of Samuel Unter- 
myer, of New York, who as publicist and 





counsel has dealt largely with railroad prob- 
lems in the United States for many years 
past. In a statement made public Mr. Un- 
termyer vigorously opposed the. grant of 
subsidies to the transportation lines. Such 
a program, he said, would result merely in 
the government financing the railroads 
without relegating to it authority to direct 
their destinies. The time for government 
ownership, he said, had arrived. 


“The distress of the railroads has been 
becoming more and more obvious,” Mr. 
Speyer said, at the regular meeting of the 
N. Y. Chamber of Commerce, “but even 
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—New York Tribune. 


INTERRUPTING AN EMERGENCY CASE 





the increase of 15 per cent. has not been 
granted. Instead, we have the resolution of 
Representative Sabath calling for Govern- 
ment control of the roads, for the reason, 
he says, that the roads in 1911 and 1912, 
and again since then, for political purposes, 
refused to purchase the equipment now so 
badly needed. 

“There seem still to be some people who 
like to explain the situation as largely due 
to stock jobbing and the dishonesty of a 
few men in the past. Mismanagement or 
wrongdoing should be mercilessly exposed 
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and the guilty punished, but not in a way to 
make the innocent suffer and let the guilty 
escape. During the last three or four years, 
certainly, the present management of the 
railroads has done nothing to deserve these 
heavy losses, but it is on them the burden 
falls.” 


Fairfax Harrison, in a letter to Senator 
Francis G. Newlands, chairman of the 
Committee on Interstate Commerce, on the 
railroad situation, says in part: 


The American railroad system has not 
broken down. It has, in recent months, 
handled 50 per cent. more business than in 
1915 without material enlargement of plant. 

Their operating troubles are a volume of 
traffic greater than capacity of plants in cer- 
tain limited territories, aggravated by ex- 
cessive use of preference orders, and their 




















Cassell’s Saturday Journal (London). 
HOW ENGLAND DEALS WITH THE “PROFIT- 
EAR” IN LEVYING THE EXCESS 
PROFITS TAX 





now serious malady of dilution of labor. 
Nevertheless, the railroads under present 
management are prepared to furnish all 
transportation which existing plant can pro- 
duce under any form of management. 

Mr. Harrison summarized the railroads’ 
needs as follows: 

1. Immediate appointment of a traffic of- 
ficer to represent all important Government 
departments in transportation matters, with 
whom the railroads can deal. 

2. Most of railroads need locomotives im- 
mediately, and enough new cars to replace 
those worn out. There are approximately 
3,800 locomotives and 33,000 cars still on 
order undelivered. Railroads expect to pro- 
vide capital. a. 

3. Approximately 2,000 locomotives and 
150,000 cars, in addition to those now on or- 


der, are necessary for early construction to 
meet requirements of next year. This is no 
more than railroads usually require every 
year, and at present prices represent cost 
of approximately $500,000,000. 

4. Immediate increases in rates, as defined 
by I. C. C. special report. 

5. Railroad men drafted and -assigned to 
railroad service until actually needed for 
military service. 


Samuel Rea, president of the Pennsylva- 
nia Railroad, made a plea before the an- 
nual convention of the Association of Life 
Insurance Presidents at the Hotel Astor in 
New York that President Wilson and Con- 
gress should institute without delay an 
equitable basis for railroad revenues. 


“How can we expect the railroads to do 
their full duty to the public and the Govern- 
ment in these times of stress if we are not 
conceded some credit basis?” asked Mr. Rea. 
“Larger terminals are needed, additional 
equipment and more tracks are urgently re- 
quired; but how are we to get them? 

“IT do not want to convey the impression 
that the railroad situation is hopeless or that 
the credit of the roads is entirely crippled. 
Such-is not the case. Their credit can be 
sustained and their usefulness increased 
through the adoption by the regulating 
authorities of a responsible and unified policy 
of fair treatment in the matter of freight 
rates. The Government is allowing reason- 
able prices and profits to industry; why not 
to the railroads?” 

An excess profits tax to be levied on the 
earnings of the railroads after their freight 
rates had been adjusted, so as to enable all 
of them to earn a fair return, was suggested 
in an address by S. Davies Warfield, of 
Baltimore. Mr. Warfield, who is president 
of the National Association of Owners of 
Railroad Securities and chairman of the 
board of directors of the Seaboard Air Line 
Railway Company, was speaking from the 
standpoint of the investor. 

The fund derived from this proposed ex- 
cess profits tax, Mr. Warfield said, would go 
either to the Government or into a fund to 
purchase equipment to be leased to the rail- 
roads, the Government to loan this com- 
pany sufficient money to purchase equip- 
ment necessary to supply the requirements 
of all the railroads. 


Vanderlip Warns 

Against Inflation 
Warning against the danger of paper 
money inflation as a means of financing 


the war was given by Chairman Frank A. 
Vanderlip of the War Savings Committee, 
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in addressing a bankers’ luncheon at St. 
Paul, Minn., in behalf of the war savings 
stamp campaign. The Government faced 
_ a shortage of men and material, not money, 
he declared, and therefore the printing 
press could never satisfy the needs arising 
from the war. 

“There are some impressive reasons why 
this campaign for economy should have the 
strongest support of men of large affairs, of 
great corporations, of savings banks, and of 
all interests that are concerned with the fu- 
ture security values,” Mr, Vanderlip con- 


tinued. “The alternative of financing this 
war out of current savings will be the at- 
tempt to finance it by inflation; not by the 


inflation of bank credits alone; that is al- 
most inevitable. The danger is that we 
might come to inflation by the issue of 
paper money. 

“At no time in the world’s history when 
paper money inflation has anywhere been 
tried was there a corporate condition such 
as we have today; a situation where there 
are many, many billion dollars of securities 
issued by public service corporations whose 
income is fixed by law. The advancing price 
of all things which corporations must have 
to live, the prices of labor, fuel, equipment, 
supplies of every sort, would show quick 
response to the inflation of the currency, 
but the income of those corporations would 
still be governed by legal contracts or gov- 
ernmental regulations. 

“The burden which always falls upon per- 
sons with stationary incomes in a period of 
credit expansion is well understood, but I 
am not sure that it is generally recognized 
that inflation and the consequent rise in 
prices would have a far more serious effect 
upon the financial condition of many cor- 
porations than was ever the case in former 
times.” 


Two Billions of 
Maturing Securities 


The serious financial prospect created by 
the maturing of nearly $2,000,000,000 
worth of securities during the coming year 
was discussed by Francis H. Sisson, vice- 
president of the Guaranty Trust Co. of 
New York, in an address delivered before 
the National Association of Garment 
Manufacturers, assembled in convention at 
the Hotel Astor, New York City. 


“This situation is giving concern to banks 
and investment houses throughout the coun- 
try,” declared Mr. Sisson, “and definite ac-* 
tion for its solution should be taken as 
soon as possible as a measure of confidence. 
[t seems certain that the government must 
take some action to meet the problem in the 
interest of both public financing and gen- 
eral business. 





“Perhaps the citation of a few figures may 
give a clearer conception of the situation. An 
estimated suminary of obligations which will 
have to be taken care of in this country dur- 
ing the next 12% months, that is, from the 
middle of this month to Dec. 31, 1918, shows 
that the value of maturing municipal, rail- 
road, public utilities, and miscellaneous do- 
mestic securities, total more than $1,300,- 
000,000; foreign loans placed in the United 
States since Aug. 1, 1914, by governments, 
municipalities and other borrowers, amount 
to a little less than $500,000,000 with a grand 
aggregate of more than $1,800,000,000 

“Government assistance of some sort will 
be necessary to care for the refunding of 
this vast amount of securities.” 


“Plenty of Sugar 
in U. S.”—Spreckels 


Claus A. Spreckels, president of the 
Federal Sugar Refining Co., testifying be- 
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—The Evening Post. 
“SEARCH ME!” 


[Concress (Aside)—“Just What Did I Mean 
by Section 205?”] 





fore the Senate manufacturers’ sub-commit- 
tee in the sugar investigation declared there 
is no sugar shortage “except in spots. One 
of the spots is the eastern United States,” 
he said. 


“The United States has ample sugar,” he 
said, “the shortage is localized in the east- 
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ern States. As a whole there is plenty of 
sugar.” 

r. Spreckels added that there is enough 
sugar in Java to supply the whole British 
Isles for a year. ‘ 

Le oma was introduced that Hoover 
last May had declared the Cuban crop 
would be 1,250,000 tons short of normal. In- 
stead, said Spreckels, the crop was 1,600,000 
tons in excess of normal. 

Spreckels assailed Hoover’s “international 
committee,” to which was given authority 
to buy the world crop for the Allies and to 
allot it to various refiners. The head of this 
committee, he said, was a British refiner. 
Spreckels said his objection to this commit- 
tee was that it placed him at the mercy of 
outsiders for the raw materials to supply 
his refining plants. 


War Exports 
Larger 
The value of exports to the Allies from 
the United States increased during the 
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—Financial America. 
COUNTING CHICKENS BEFORE THEY’RE 
HATCHED. 





month of October. The figure for the 
month stood at $414,875,000, compared 
$341,000,000 in September and $375,000,- 
000 in August. 

A loss was noted during the month of 
September compared with August, but this 
deficit was made up during the month un- 
der consideration. The report recently pub- 


lished by the Bureau of Foreign and Do- 
mestic Commerce of the Department of 


Commerce shows favorable conditions ex- 
isting in trade in this direction. 

The countries that are classed as Allies 
are: France, Italy, Russia, United King- 
dom, Canada and Austrialia and New Zea- 
land. The gain was even more striking 
when the total for October was compared 
with October, 1916. The value of trade for 
the first ten months of 1917 was $3,949,780,- 
000. This figure compares with $3,428,335,- 
000 for the same period of 1916. 


“Keep Industries 
Working”—J. J. Phelan 


Urging to fullest extent the maintenance 
of “Business along normal lines,” James 
J. Phelan, Boston banker and a member 
of the Massachusetts Committee on Public 
Safety, decries the hysteria of war economy 
and says the only way for America to carry 
her financial burden is to keep her indus- 
tries at top speed of productivity. 

He says: 


“We are embarked on a campaign to 
raise $2,000,000,000 by the sale of thrift and 
war saving stamps. I believe in _ this 
heartily, but I do not believe that ‘thrift’ 
should be so urgent as to adversely affect 
business and thus imperil the prospects of 
future big loan campaigns, when the Gov- 
ernment counts on business to provide 
$10,000,000,000 or $20,000,000,000. 

“If we are to raise these loans we must 
have prosperous business. The President 
last June remarked that not only was this 
no time to allow any slowing up of busi- 
ness, but that it was a time when every 
sensible process of stimulation should be 
used. 

“England, France and Germany have 
been waging war for more than three years. 
Germany has raised over 14 per cent. of her 
money by taxes, 86 per cent by loans; 
France, 16 per cent. by taxes and 84 per 
cent. by loans; England has raised 26 per 
cent. by taxes and 74 per cent. by loans. 
But we, in our eight months of war, have 
raised 37 per cent. by taxes and only 63 
per cent. by loans. Those taxes fall chiefly 
on industry and the wealth produced by 
industry. If industry fails, they fail too.” 


Leading Banking 
and Brokerage Opinions 


The National City Bank of New York.— 
The stock market has had too much selling 
for the demand since last June, and the de- 


cline became precipitate with the bad war 


news from Italy and Russia, reaching for 
many stocks the lowest figures since the 
outbreak of the war. Of late the market 
has rallied and been well sustained. 

The decline has been the result of various 
influences. Ordinarily there is a constant 
flow of new capital into the market for in- 
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vestment, but the government loans have 
taken this up so closely that free buying 
power has been greatly reduced, while at 
the same time there have been offerings by 
people wishing to convert their capital into 
the loans. In short, selling pressure was 
increased and buying power was weakened. 
The news from Italy and Russia indicated 
a long war, and with visions of repeated 
bond issues and higher taxes the buying 
side of the market was attractive to few. 

The taxation already adopted, with the 
talk of higher levies in the future, has in- 
volved the situation in uncertainty. The 
course of the market shows clearly that 
investors do not rate the war profits as 
high as some of the legislators do. The 
latter look upon them as cash in hand, but 
in fact ,they have been largely reinvested 
in extensions and improvements, or are 
represented by larger inventories, and their 
final value is yet to be determined. The 
taxes are a definite liability requiring in 
many instances that dividends be suspended 
or money borrowed. Market opinion is dis- 
counting these undivided profits and taking 
account of the uncertainties which will sur- 
round business in the future. These factors 
are entitled to the consideration of legis- 
lators as well. 

Hayden, Stone & Co.—We must not for- 
get for a moment that a war market is sub- 
ject to war’s uncertainties. Another re- 
versal in Italy, or complete mastery of the 
Russian situation by Germany, might easily 
nullify any favorable influences. The latter 
should, we think, be especially watched; if 
the Russian breakdown should go so far as 
the freeing of German prisoners, it would 
mean an indefinite prolongation of the war. 

Barring this, we feel that the balance of 
influences is on the constructive side. Asset 
value in nearly every instance is far above 
market price, and while the war has brought 
about a curtailment of earning power, surely 
stocks have discounted all that seems prob- 
able in this direction. It could hardly be 
the judgment of anyone to sell stocks at 
this level. A further liquidation would come 
only as the result of necessity. 

The National City Bank of Chicago.— 
The very interesting testimony given by 
railroad experts and financiers before the 
Interstate Commerce Commission shows 
that the carriers ought to receive increased 
revenues for services performed, in order 
to compensate them for the larger oper- 
ating expenses. The decrease of 20 per 
cent. in net earnings reported by the roads 
during September was very largely due to 
the increased tax payments under the war 
revenue act. The gain over the September 
tax payments a year ago was $12,000,000 
and represented largely the settlement for 
accumulated war taxes. While it is true 


that the official returns for the first nine 
months of this year show net earnings per 





- the 


mile for the roads only slightly below the 
new high record reported in 1916, it is 
evident that the Interstate Commerce Com- 
mission will have to determine the ques- 
tion whether or not present earnings are 
large enough to enable the roads to prop- 
erly maintain their roadbeds and equipment. 
This is one of the vital questions involved 
in the freight rate controversy. 

Hambleton & Co.—While there is no 
cause for uneasiness in the proposed pool- 
ing of railway resources, equipment and 
labor, the Street waits with much interest 
to see how the Government will iron out 
inevitable inequities attendant upon 
such a method of handling the transporta- 
tion problem in the East. What has hurt 
the rails is the continued disappointing and 
disheartening statement of net earnings. 
For instance, the full calendar year for 1917 
will probably show a gain in gross railroad 
earnings of $400,000,000 and an increase in 
operating expenses alone of $450,000,000, to 
which should be added the tax item, which 
is approximated at $75,000,000 additional. 
Thus, the carriers will have handled $400,- 
000,000 additional business, and to do so 
will have paid 120 per cent. of such sum 
in added expenses. While the Eastern roads 
have been the principal sufferers in this re- 
spect, nevertheless statistical data shows 
that for the first time this year net operat- 
ing income of American railroads fell be- 
low the level set by the month of Septem- 
ber, 1915. While there was a $27,000,000 in- 
crease in gross revenue, expenses increased 
$30,000,000, while maintenance of way and 
of equipment were only $8,500,000 more 
than in September, 1916. According to the 
evidence tendered the Interstate Commerce 
Commission by the Eastern roads at the 
recent hearing, their net corporate income 
for the full calendar year 1917 will show a 
decrease of over $85,700,000, compared with 
1916, while the gross shows an increase over 
the same period of over $161,000,000. This 
difference between gross and net is the 
source of the present weakness of railroad 
shares. 

Henry Clews & Co.—Not less than a bil- 
lion dollars will be required during the com- 
ing year to put the roads in efficient condi- 
tion. Our Government is already carrying 
burdens enough without adding the rail- 
roads; and it is not to the interest of own- 
ers, shippers or employes to change from 
private to Government control until pri- 
vate management has had the fair chance 
denied for a number of years. Not a few 
good stocks and bonds are selling below 
intrinsic values, making them good invest- 
ments for the long pull. Under present un- 
settled conditions, however, continued sharp 
fluctuations must be expected from day to 
day. The war, the action of Congress and 
advancing interest rates are still@he chief 
governing factors. 




















The Business Situation 


Business Less Active, Aside from Government Orders— 
Gold Exports Checked—Call Money Higher 





HE feature of money is the stiffen- 
ing of the rate for call money to 
6%. Other maturities are also a 
little higher. Since any higher 
: rates will increase rediscounting 

operations; not much further advance is ex- 

pected. 

The slight decline in bank clearings from 
October is chiefly due to seasonal con- 
ditions. The further rise in commodity 
prices would naturally result in larger clear- 
ings. General business activity is probably 
about the same as a year ago but differently 
distributed. Aside from the demands from 
our own Government, business is a little 
less active than last year, because of the 
difficulty of getting materials, labor and 
transportation. 

Reduction of our net gold exports to $7,- 
000,000 in October, after a total of $96,000,- 
000 had. been sent out during the three 
previous months, was undoubtedly due to 
the control exercised by the Federal Board. 





banking credit, we cannot afford to export 
much more gold while the war lasts. 

October exports of merchandise have been 
exceeded by only four previous months at 
any time icine the war, which in itself 
testifies strongly to the failure of the 
German U-boat campaign. The excess of 
exports over imports is now running about 
the same as a year ago. Building operations 
will continue small and prices of building 
materials are likely to come down. Con- 
tinued small liabilities of business failures 
show that business men generally gre pros- 
perous. ‘ 

Unfilled steel orders show the seventh 
monthly decrease, but the change from last 
month is small. The drop from the maxi- 
mum has been 27%. Iron production is 
down less than 9% from its maximum, 
which was in Oct., 1916 

The further rise in commodity prices is sur- 
prising, in view of the fact that so many prices 
have been fixed by the Government at a lower 


In view of our present rapid inflation of level than formerly prevailed. 
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mercial Paper, Rate at “Cash Res. Gold Res. ~ Commodity Commodity 
New York. New York. on Net Deposits. on F. R. Notes. Prices. Prices. 
Dec., 1917.......<: 554% 6% 66.69 63.2% 17.81 5,768 
Nov., 1917.......++ 5% 4 65.7 65.9 17.07 5,701 
Sete BSET ci ca kicas % 5 73.7 75.7 16.91 5,634 
Dee., 1916... .c0e0 4 4y, 74.5 102.6 13.68 4,779 
ek | aS 3% 1% ee 10.64 = 
gs TOOeeT Te 4% 3% ee 9.03 2,760 
eee) C pereeeeee 5% 4% 9.23 2,661 
*About middle of month named, 
Bank Balance of Gold Business 
Total Clearings of Movements Balance of Building Failures 
Bank Clearings U.S. Exclud- —Imports Trade—Imports Operations, Total 
of U.S. ing N. Y. City or Exports or Exports Twenty Cities Liabilities 
(Millions). (Millions). (Thousands). (Thousands). (Th ds). (Th ds). 
Nov., 1917.... 27,227 12,393 6 abs ae ig 10,992 
Oct., 1917.... 28,255 12,531 Exp. 7,004 Exp. 320,390 23,520 13,065 
Nov., 1916.... 26,704 10,051 ~ Imp. 20,637 Exp. 339,360 42,499 11,832 
© BRS. 5 29,582 7,553 Imp. 57,320 Exp. 172,173 41,891 17,696 
“ 1914.... 11,080 5,681 Exp. 7,134 Exp. 79,411 21,749 25,182 
*  1913.... 13,895 6,308 Imp. 377 Exp. 97,302 29,509 23,908 
U. S. Steel Production’ Price of Crop Conditions... 
— Se ta. ta ae ; 
CTete). Pig izee-t (Thomsads). Cems Wheat Rent Core. -Cotten. 
Dec., 1917..... wy 35.90 ina 23.5 Final Crop Report — Winter 
Nov., 1917..... 8,897 35.90 3,205 23.5 Wheat, 418,070,000; Spring 
Oct., 1917..... * 9,009 35.90 3,303 23.5 Wheat, 232,758,000; all Wheat, 
Dec., 1916..... $11,058 25.90 $3,312 33.8 650,828,000; 1916 — 639,886,000; 
OTS $7,189 17.10 $3,037 20.2, Corn, 3,159,494,000; 1916—2,583,- 
“ 1914..... $3,324 12.50 $1,518 12.8 241,000; Cotton, 10,949,000 bales; 
wie - Prere $4,396 13.95 $2,233 14 1916—11,450,000. 


*Last day of mo. tNo. 2 Southern at, Cincinnati. tNovember. 
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No. IV—PART 2 


Prospects for Electric Stocks 


General Electric, Westinghouse, Marconi, Electric Storage 
Battery—Their Investment Status 





By A. U. RODNEY 





(SY w PNCONSISTENCY is proverbial in 
4 the stock market. When one ap- 
plies “snap shot” logic or ofttimes 
very excellent logic to the prob- 
able movement of security prices, he is 
likely to be jolted off his financial base. 
The lack of co-ordination between surface 
indications as to the logical movement of 
a certain stock or group of stocks and their 
actual movement, is disconcerting to the 
average investor to say the least. 

Our same typical market judge, the bul- 
wark of our small investor, will go into a 
Pennsyivania* Railroad ticket office, will 
find that he is obliged to wait in line for 
hours in order to buy a ticket, sees that 
four or five sections are needed for the train 
which was barely filled previously, amplifies 
his argument by a trip to the terminal 
where he discovers that freight business is 
in volume beyond all precedent and imme- 
diately applies his logic to a purchase of 
Pennsylvania stock. 

Is it any wonder that he is surprised and 
shocked when he sees his purchase depre- 
ciate in market value? Did he not see the 
evidences of prosperity with his own eyes? 
So it goes in every stock, in every group in 
the market. “Snap shot” logic is applied 
and that is why the casualty list among in- 
vestors is so large. No consideration, in 
this instance, is given to the fact that owing 
to the congestion, the lack of facilities and 
for multitudinous other reasons the cost of 
handling this increased traffic is a burden 
instead of a benefit. 

Few investors stopped to reason that the 
production of motor cars was fast exceed- 
ing the demand; that the prosperity of the 
motor companies had passed its maximum 
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in 1916. Cars were being shipped at a 
tremendous rate; orders were on an enor- 
mous scale; profits were running at the rate 
of from 20 to 50 per cent. on the capital 
invested. That was enough for our typical 
investor and he bought stock. That the 
price of said stock steadily declined was 
illogical to him, but after it is all over and 
underlying conditions become apparent he 
wakes up. 

One might classify the market decline in 
the “electric” group as illogical. Is it? 
Trade conditions are admittedly good. 
Electricity has come to stay and as pointed 
out by an admirable article in THe Maca- 
ZINE OF WALL STREET on our “Electrical 
Future,” “electricity is in its infancy.” 

This argument may be true, but has no 
direct relation to the probable market move- 
ment of the electric stocks nor to their’ in- 
vestment rating. Each one must be con- 
sidered separately. The factors entering 
into the determination of the value of each 
must be carefully weighed and the conclu- 
sion as to the rating of each drawn there- 
from. Extraneous conditions such as gen- 
eral trade prosperity only form a back- 
ground for the picture. 


General Electric 


To see the shares of General Electric 
Company steadily depreciating in market 
value from around 187 in 1916 to as low 
as 118% at the present writing, is enough 
to shake the confidence of the most sub- 
lime optimist. The decline has been accom- 
plished in the face of record earnings, 
too. 

Casting about for reasons the real one is 
easily found if you look close enough. 
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According to the present judgment of values 
no security, no matter how sound, was en- 
titled to show such a small return on in- 
vestment as General Electric. Nothing has 
been the matter with the earnings of the 
company or even its outlook in less prosper- 
ous times, but its decline has been due to 
one of the many little things that can be 


the highest return in its history. The year 
before $11.56 was earned. Some professed 
disappointment on this, which seemed to 
them an indifferent showing, but in read- 
ing General Electric’s reports it. must be 
remembered that extraordinarily large sums 
are charged off for depreciation. Besides 
that an excess sum of $8,828,255 was 































TABLE I—IMPORTANT POINTS IN INCOME ACCOUNTS 
General Electric 














tt Gross Total Net ae 
" Revs. Income Income in Year 
i SUED sudavatonss 71,478,558 ~ 11,573,087 10,855,692 5,641,324 
HH, DE. scaewe ewe t 70,383,854 10,933,821 10,562,806 4,756,462 
qn SS bs waeceaded 89,182,186 13,110,824 12,578,736 6,365,572 
Hi ET ds+5 Seance 106,477,438 14,065,790 13,057,879 4,908,675 
} _ Se 90,467,691 11,855,382 11,287,826 3,145,059 
I BOER ivccpeceee 85,522,070 12,307,995 11,737,909 3,607,991 
i BOD “Sct estbicad $134,242,290 $19,160,973 $18,589,528 $10,467,882 
i Westinghouse Electric 
ib Gross Total Net Surplus 
Revs. Income Income in Year 
SD septen leh data 29,248,682 5,169,540 3,060,664 2,710,778 
| Bre 38,119,312 7,124,297 4,881,106 4,251,311 
BOD eihdaadssel 34,196,446 4,752,039 2,444,093 1,812,067 
BED: 20 ib win 0448 39,977,566 5,567,836 3,164,032 1,830,457 
BR sie tinkinietes 43,733,646 5,998,078 4,058,809 2,372,911 
SD. int oan ah.anen 33,671,485 3,720,939 2,009,744 302,485 
i DN docoscecewsne 50,269,240 10,536,626 9,666,789 6,859,929 
i, ee = $89,539,442 $18,848,237 $18,079,889 $14,049,980 
7 Electric Storage Battery 
lus 
Gross Revs. Net Income for Year 
gS Nar 1,314,223 1,120,012 470,048 
AMS eae 1,479,454 1,263,608 613,644 
. Ne 1,536,190 1,125,279 475,315 
Se cere 1,558,123 1,208,755 558,791 
St kinanes sua vkeed 1,395,793 1,103,238 453,274 
Rs 1,770,188 1,360,747 710,783 
BE gi awade cient we $2,069,978 $1,582,053 $932,089 
Marconi Wireless 
Gross Revs. » Total Income Net Income 
Ss nob 40d bd a's ch Bap eae 756,572 271,888 149,877 
DE Soe bones echatoeee 748,238 288,994 177,316 
BOO: jp aSVevevivawevewets $862,502 $336,041 $259,889 


















found if a stockholder will take the time 
to study out and act on himself. é 

The question is: has the adjustment of 
values gone far enough, and, therefore, is 
General Electric cheap as a long pull in- 
vestment ? 

Despite General Electric’s difficulties 
with its munition orders in 1916, $18.31 
a share was earned on its common stock, 


charged to. plant account. The sum is 
equivalent to some $8 a share additional on 
the common stock. Orders booked during 
the year reached a total of $167,169,058, 
an increase of 70 per cent. over 1915 book- 
ings. 
The 1917 year promises to exceed its 
predecessor by a comfortable margin. Net 
earnings for the year are estimated at up- 
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wards of $25,000,000, after allowances for 
excess profits tax, etc. This would leave 
over $20 a share for the capital stock. 

Before the war General Electric aver- 
aged around $12,000,000 per annum. Its 
earnings on the capital stock in 1914 were 
11.12 per cent., in 1913, 12.88 per cent.; 
1912, 16.19 per cent., and in 1911, 14.55 
per cent. This consistent record of earn- 
ing power has given General Electric an 
extraordinarily high investment rating in 
the past and that is why it has always sold 
on a low yield basis. 

Recently General Electric sold $10,000,- 
000 in 6 per cent. 2 year notes. The money 








on General Electric will not be paid in good 
times or bad. The stock at its present price 
returns a fair yield in comparison with 
others of its class and as a long pull in- 
vestment should pay the investor handsome- 
ly. The adjustment to capital requirements 
and revised investment ideas may carry 
this stock a little lower, but a purchaser 
at this level should suffer no loss if he is 
prepared to hold his stock. 


Westinghouse Electric 


It is a far cry from General Electric to 
Westinghouse electric. The securities of the 
latter belong distinctly to the speculative 








TABLE II—RANGE OF PRICES 


General Electric Westinghouse Electric Electric Storage 
Preferred Common aoe (Common) 
H. L. H. L. 
| arr 289% 183% 187 157 180 145 84 61 
eee 334 170 224 * 180 233 169% 96 55% 
aes 204 136 224 160 221 160 84 44% 
eee 194% 151 198% 180 185 153 84 55 
Pere 192 169 197 187% 184 152 90% 15 
ree 184 156 188 162 176 148 87% 67% 
) eee 163 89% 160 60 154 32 69 28 
i eer 158 lll 125 58 94 38 41% 24% 
BOD. .ccccves 172% 150% 145 110 90 74 63% 43 
C—O 160% 134 130 110 82% 49% 64% 42 
SS 163% 142 123 110% 79 585% 56% 4844 
BRE bacavoss 188% 155 126 114% 89% 66% 58% 52% 
|. Pee 189 129% 119% 107% 79% 5356 54% 52% 
BES accctens 15056 137% 124% 115% 79% o4 55% 42% 
ee reer 185% 138 85 58% 14% 32 78 47% 
BERD s00vdeun 187% 159 79 70 69% 51% 72% 57 
TOES Pevescasy 171% 118% 70% 53 56 33% 67% 46 








was raised to provide for working capital. 
General Electric has so many orders on its 
books that the directors found that it was 
impossible to turn them out with the work- 
ing capital on hand. When these notes were 
issued General Electric’s stock took a tum- 
ble on the theory that additional securities 
meant lower return for the capital stock. 
This is, of course, true as far as it goes, 
but in this case the additional profit should 
more than offset the increased amount neces- 
sary for the payment of interest on these 
issues. General Electric has a profit and 
loss surplus of over $34,000,000, a working 
capital close to $100,000,000, and its other 
assets, consisting of patents, etc., carried at 
$1 on the balance sheet, are of inestimable 
value. 

There is little danger that the dividend 





class and therefore the reasoning applied to 
the details of its market position is worked 
out along different channels. 

With the advent of the war, Westing- 
house joined the ranks of the “war babies.” 
Before the period of extraordinary pros- 
perity Westinghouse worried along making 
a varied showing. Its best year previous 
to 1916 was in 1914, when 10.73 per cent. 
was earned on the stock; in 1912, 6.16 per 
cent. was shown and in 1913, 8.21 per cent. 
(It must be noted that Westinghouse par 
value is $50, so that these percentages 
should be cut in half to show dollars per 
share. The 1915 showing therefore would 
have been $2.31 for the common stock.) 

For the year ended March 31, 1917, the 
company showed $12.09 a share on its com- 
mon stock. The showing would have been 
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larger had not the company issued $15,000,- 
000 of new stock in February of that 
year. On the old capital Westinghouse 
showed $15.10 for that year. 

During the year rumors were rife as to 
Westinghouse’s earnings on war contracts, 
especially. Estimates ran anywhere from 
30 to 60 per cent., but the publication of 
the report was a severe jolt to many, The 
profits expected from its Russian contracts 
were never realized and its venture in the 
munition business was more of an expense 
than a profit. The return for the year, 
however, was fairly satisfactory, and, no 
doubt, the company’s position was greatly 
strengthened by the turning back of profits 


into the property. 
Earnings for the current year should be 


















a recovery the chances are that Westing- 
house will share in it. It is not an issue, 
however, that can be recommended now as 
a good purchase for a long pull. 


Marconi 


The introduction of the Marconi Com- 
pany into the field of electrical development 
was heralded as one of the greatest steps 
in the amazing advance of electricity. 
The company, founded upon the famous 
patents of Guglielmo Marconi, Professor 
Fleming of London, Thomas Edison and 
Professor Pupin of this country, was ex- 
pected to reap large and immediate profits 
as soon as operations could be commenced. 

As is often the case with the most promis- 
ing experiments in new fields, innumerable 























+11 months ended Dec. 31. 
} Year ended Jan. 31. 
Deficit. 


TABLE ITI—EARNINGS ON ELECTRIC STOCKS 


. Electric Storage Marconi 
Gen. Electric Westinghouse Electric Battery Wireless 
Capital stock Pfd. Common Common Capital Stock 
GE we ib ac ddceee nencets $10.17% 51.00% 4.84% 3.92% 
BOE Seccccnocdecccsses SR juss 5.75 
DT bobs avasitstesdecs 16.69 76.60 7.50 6.89 
BIER. cccccsvesccooeysve 14.57 122.05 12.10 7.77 
BOE Sddsnccwd¥biveneses 16.19 61.20 6.16 6.93 
REET A rererrere 12.88 79.21 8.21 7.44 aie 
BEE <n cba ves Nesesqress 11.12 101.50 10.73 6.79 1.59%" 
BT rrrer ee 11.57 50.30 4.63 8.38 1.89 
RR eee 18.31 241.75 20.43 9.74 2.60 
BEET cadgvetsedrececcces *20.0 452.15 25.13 vee Secs 
* Estimated. 











very large, as the company was booked 
ahead on contracts at high prices. Further- 
more, a large volume of business has been 
obtained from the U. S. Government on 
which a moderate profit should be made. 
However, there is no getting away from 
the fact that Westinghouse. is over capi- 
talized. In normal times the company can- 
not earn anywhere near the amount shown 
at present. For the far distant future 
Westinghouse may have good possibilities, 
but for our purposes it is safe to put the 
stock down as a rather unattractive specu- 
lation. Westinghouse is a war stock and 
as long as the war lasts the stock is sub- 
ject to fluctuations of a war market. A 
decline in all the speculative stocks has 














been carried quite far and should there be of the above mentioned patents the author- 


difficulties loomed up in a seemingly block- 
less path. Along with many other minor 
difficulties the company had considerable 
trouble with competing patents. From the 
time of its incorporation in 1899 to March, 
1912, it worried along with no great suc- 
cess, but in that year things began to shape 
themselves more promisingly. 

The company acquired the assets and 
patents of the United Wireless Telegraph 
Co., the Marconi Wireless Telegraph Co., 
Ltd., and the patents of Sir Oliver Lodge. 
The original capital of $6,650,000, con- 
sisting of 66,500 shares of $100 par value, 
was reduced in 1910 by reducing the par 
value of the shares from $100 to $25, to 
$1,662,500. A month after the acquisition 
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ized stock was increased to $10,000,000, 
and the par value of the shares further re- 
duced to $5. The financial structure has 
remained in this form to date. 

Fair headway in building up an organi- 
zation was made before the war. In 1913, 
the company made enough money to justify 
a dividend of 2 per cent. Its prosperity 
ceased then and there. When the war broke 
out many of the company’s most profitable 
plants were either seized by the belligerent 
Governments or were forced to suspend 
operations. The British Admiralty seized 
and still holds for military purposes the 
English plants constructed for exchange of 
traffic with the United States. The most 
profitable stations at New Brunswick and 
Belmar, N. J., and at Marion and Chat- 
ham, Mass., were put completely out of 
operation, thereby preventing communica- 
tion even with its Scandinavian plant. The 
result of this interference with the com- 
pany’s business is, of course, reflected in 
its earnings record from the outbreak of the 
war. In 1914, the meager sum of $149,- 
877, or 1.59 per cent., was shown on the 
capital stock. Nineteen hundred and fifteen 
was about the same, a return of 1.89 per 
cent. being shown. In 1916 a little progress 
had been made, but still only 2.60 per cent. 
was earned. 

The outlook for the present year is not 
very encouraging. Since the entrance of 
the U. S. -into the world’s conflict, the 
operation of the company has come even 
under closer surveillance than before. Ex- 
penses should be made, however, and the 
organization kept together by the business 
from this Government and on the Pacific 
Coast.. That is all that can be expected. 

Marconi, then, is essentially a peace 
stock. There is no doubt that the com- 
pany has great possibilities if it is allowed 
to develop its plants and build up its busi- 
ness as originally planned. Wireless mes- 
sages can be sent at about one-third the 
cost of a cablegram and when normal con- 
ditions are again in force the company 
should be a recipient of a large share of the 
transatlantic communication business. Be- 
sides every modern ship today contains a 
complete set of wireless apparatus, and in 
most cases this equipment is prescribed by 
law. 

This widening of the field of activities is 
bound to bring the company a substantial 


amount of business. The stock is a long 
pull proposition, but is one that an investor 
can lock up in his box and forget about 
until one day he finds that he has a very 
valuable investment. 


Electric Storage Battery 


Any company which could possibly be 
turning out war orders was rumored to be 
doing so in the eventful 1916 year. Elec- 
tric Storage Battery made in its various 
plants articles that were necessary for war- 
fare, therefore it was insisted that the com- 
pany was flooded with orders and that 
profits - would be enormous. That these 
profits were not forthcoming is a matter of 
history and not a few investors were ex- 
ceedingly disappointed. By the very nature 
of things Electric Storage Battery could not 
immediately expand into a war company, 
as it is a manufacturer of accessories, the 
price of which varies little. When the rush 
of business began in 1916, the company was 
only able to work its plants a little harder 
than usual and as a result a fairly good 
showing over normal was made. This was 
all that could be expected from a company 
of this kind and is just what happened. 

In 1916 its gross income was increased 
from $1,770,188 for the previous years to 
$2,069,978. Most of this increase was off- 
set, however, by the rise in expenses, the 
ratio of operating expenses to gross in 1915 
being 32.85 per cent and in 1916 36.30 
per*cent. As a result, net income increased 
only a little over $200,000, or from $1,- 
360,747 to $1,582,053. These earnings 
gave a return of 9.74 per cent in 1916 on 
the common stock, as against 8.38 per cent. 
for the previous year. This record, of 
course, shows nothing extraordinary. The 
company is and always has been a consis- 
tent earner, earning in previous years on the 
average of around 6 per cent. on its com- 
mon stock. A glance at the table showing 
percentages earned on Electric Storage Bat- 
tery in various years shows how steady and 
consistent this company is. Although the 
results for 1917 have not been announced 
as yet, it is expected that they will be as 
good as in 1916. The company does not 
have to worry very much over the excess 
profits tax, but its chief concern during the 
past year has been the enormous increase 
in the price of its materials. The company 
should be a recipient of orders from the 
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U. S. Government on which, as in the case 
with every other company, it will not be 
able to make extraordinary profits from this 
source. 

In these days a 4 per cent. stock at 50 
is by no means a distinct bargain, but 
Electric Storage Battery, because of its con- 
sistent record of earning power, is entitled 
to a better rating than many of the others 
showing the same return. This stock is not 
especially attractive at the present writing 
in view of the many great bargains in the 
industrial list. There is no reason why it 
should not continue to be a consistent money 
maker, however, and the holders of the 
stock have no reason to fear a reduction of 
dividend unless unforeseen circumstances 


arise. 
Conclusion 

Financial conditions in general are so 
upset that it is hazardous to attempt to 
define the movement of a group of stocks 





and still more dangerous to predict the 
future of an individual company. These 
are war times. This is a war market; 
changes in the policy of the Government, 
new and unheard of conditions are con- 
stantly arising. All we can do is present 
the facts as we see them and from them 
draw the logical conclusions. 

The electric group is in the same posi- 
tion as any other. Its immediate future is 
difficult to determine. One thing we know 
and that is electricity is “still in its in- 
fancy” so we can be assured that eventual- 
ly the group as a whole will be benefited. 
Each company in the group, however, is 
affected by conditions relating to its in- 
dividual case, and we have therefore at- 
tempted to analyze the position of four of 
its most prominent members. Stockholders 
in each of these companies should be guided 
by the conditions affecting their company 
alone and act accordingly. 
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The inclosed white space shows the range of the 344s from high to low. The shaded part 


gives the same information about the 4s. 
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The Drop in Pennsylvania 


Comparison with Other Eastern Roads—A Novel Diagram 
of Earnings on Stocks to Date—Pennsylvania’s 


Operating Results—Outlook for the Stock 





By G. C. 


SELDEN 









NSYLVANIA stock at 43 is 
below all price records back to 
“the early ’70s. There is little use 
going back more than half a cen- 
tury for prices, for the Pennsyl- 
vania of those early days had almost no 
similarity to the great system which goes 
by that name today. 

Such prices are a severe shock not only 
to holders of Pennsylvania stock but to 
holders of all other railway stocks, for 
Pennsylvania has always been a sort of 
market standard. Its stock has been looked 
upon as a prime investment issue. “As 
sound as Pennsylvania” has become a sort 
of by-word among investors. 

This is a good time, therefore, to exam- 
ine the condition of the road to see whether 
these sensationally low prices are the result 
of general financial conditions and the war 
demand for capital, or whether they are 
in part due to any depreciation in the in- 
vestment outlook for this stock as shown by 
operating results and earnings. 


Earnings Compared with Other Roads 


In order to get a comprehensive view of 
the situation, I include herewith a page of 
graphs showing the earnings and dividends 
on the stocks of most of the principal east- 
ern roads year by year from 1908, with the 
monthly earnings for each stock in 1917 
expressed in the annual rate per cent. being 
earned for the stock month by month. 

So far as I am aware, railroad earnings 
have not been shown in this way before, 
hence a little explanation may be in order. 

The earnings on each stock down to 1916 
are of course figured from annual reports 
and are therefore exact. In figuring the 
annual rate at which earnings are running 
each month in 1917, however, the results 
are necessarily approximate, since we do not 
know exactly what deductions may be made 
for special purposes when the annual report 
comes out. 

Some roads, like the Pennsylvania and 
New York Central, are now reporting 
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monthly the net income after deduction of 
fixed charges, which simplifies matters; but 
the majority of companies give us merely 
the net earnings before fixed charges are 
taken out. We are therefore compelled to 
estimate the fixed charges, which fortu- 
nately is not difficult in most cases. 

But there is a wide seasonal variation in 
railroad earnings. Most roads make their 
money in the fall months, while in the win- 
ter their net earnings are small, since at 
that season traffic is moving in smaller 
quantities and operating conditions are the 
worst. The comparative earnings of differ- 
ent months also vary greatly for different 
roads. 

We therefore examine the monthly earn- 
ings of each road for the last half dozen 
years and find what per cent of the total 
net earnings is derived, on the average, from 
each month’s operations. This enables us 
to apply a correction to the earnings for any 
month which will give us the approximate 
annual rate of earnings for the stock dur- 
ing that month. The process is tedious but 
not especially difficult. 

In the graphs of earnings and dividends 
given here, the first quarter of 1917 is cal- 
culated as a whole, for the reason that most 
of the roads made an adjustment in Feb- 
ruary or March covering increased wages 
for January. The showing month by 
month for these months would therefore be 
misleading. 

The gist of the matter is that the earnings 
line on such a graph is, with unimportant 
and minor variations, a continuation, month 
by month, in 1917 of the yearly earnings 
line which precedes it. Therefore the dia- 
gram gives us the position of the stock con- 
tinuously down to the latest date for which 
monthly earnings have been given out, and 
not only may comparisons be made with 
previous years, but the trend of earnings 
during the present year is clearly shown. 

For example, the fall in the earnings of 
New York Central, Erie, or New Haven in 
the first quarter of 1917 as shown on the 
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The above graphs are arranged on a new plan which shows the annual rate per cent. 
being earned on the common stocks of leading Eastern roads for the first quarter of 1917 
and month by month since then down to date, in comparison with the annual rates earned 
in preceding years. This shows at a glance how the earnings for each stock are progress- 
ing. Proper allowances have been made for seasonal changes in earnings, increases of 
funded debts, etc. Dividend rates are shown by the dotted lines. Similar graphs of other 
railroad stocks will appear in later issues of THe MaGazine of WALL STREET. 
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graphs was not due merely to the ordinary 
winter depression. The normal effects of 
that seasonal depression have been allowed 
for in making the diagram. The earnings 
of the first quarter as shown are fairly com- 
parable with those of the following July 
or any other month, or with the annual 
earnings in previous years. 
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I expect to continue this method of pre- 
senting earnings in subsequent issues of 
THE MAGAZINE OF WALL STREET, covering 
all the principal railroads of the country. 
To a few roads, however, it is not appli- 
cable. The reader has already noticed that 
Reading and Delaware & Hudson are not 
shown. This is because the earnings of 
these roads are complicated by the owner- 
ship of coal companies—the earnings of 
coal companies at the present time being so 
abnormal that it is impracticable to attempt 
to make a monthly estimate. 

(For the first eight months of 1917 the 
earnings of Delaware & Hudson have been 
at the annuat rate of about 1014% includ- 
ing coal earnings, and Reading for nine 
months has earned at the rate of about 22% 
annually. Lackawanna for ten months has 
earned at the rate of about 41% on its small 
issue of stock.) 


Pennsylvania Earnings Fall 

Coming to the Pennsylvania in partic- 
ular, it will be noted that its earnings have 
declined during 1917 more steadily and per- 
sistently than those of any other Eastern 
road, and in October were only a little 
above the 6% dividend rate. 
In a general way, we all know the reasons 


for this decline in earnings—rising ex- 
penses, increasing taxes, higher wages, con- 
gestion of traffic, with very little increase in 
rates. All this is an old story. 

Pennsylvania’s ton-mile rate will not be 
available until we get the next annual re- 
port. For 1916 it was only 0.603 cents, 
against 0.610 cents in 1915, 0.589 cents 
in 1914, and substantially the same in 
the three previous years. In _ other 
words, up to 1916 the advance in the 
average rate per ton per mile was in- 
significant. Some further advances have 
been allowed for 1917 but their effect on 
the average ton-mile rate will be trifling. 

But why is Pennsylvania making a worse 
showing now than most of the eastern 
roads? Congestion has been somewhat 
worse in its district, which includes the 
iron, coal and steel center of the country— 
but on the other hand that means big gross 
earnings. 

This naturally leads us into operating 
results, and the smaller graphs show the 
Freight Train Load and the Operating 
Ratio (or per cent of expenses and taxes to 
gross) for the three trunk lines which are 
most naturally comparable. These two sub- 
jects are considered together, since a heavier 
train load usually enables a road to reduce 
its operating ratio. 

Pennsylvania has- not been able to in- 
crease its train load as rapidly since 1911 
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as N. Y. Central and B. & O. It naturally 
has a heavier train load because of the 
greater proportion of coal, ore, iron, coke 
and other low grade freight which its posi- 
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tion compels it to haul. Moreover, at the 
beginning of this six-year period its operat- 
ing efficiency was higher than that of the 
other two roads. During the last few years 
the Central and B. & O. have been im- 
proving rapidly in this particular, but even 
yet their train loads are not equal to Penn’s. 

There must of course be a limit to big 


statistics. It will be seen that since 1913 
the length of the haul per ton has increased 
considerably. This is due to a larger pro- 
portion of through business as compared 
with local. Freight revenue per train mile 
has naturally risen with the train load—in 
fact, a little faster than the train load. 
Economy in the use of freight cars, as 








TABLE I—SIGNIFICANT ITEMS FROM P. R. R. TRAFFIC STATISTICS. 


Freight Traffic: 
Average distance per ton hauled (miles) 
Average train load (tons) 
Freight revenue per train mile (cents) 
Per cent loaded to total car mileage 
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Per cent manufactures and miscellaneous to total 


freight traffic 
Passenger Traffic: 
Average passengers per car mile 
Passenger train revenue per train mile (cents)... 
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1911 1912 1913 1914 1915 1916 
155.1 1534 152.7 1634 1600 1622 
670.9 6854 7192 7218 7430 810.7 
3942 3998 4194 425.0 453.5 4885 
62.9% 635% 63.6% 629% 645% 633% 
22.2% 25.0% 23.1% 21.1% 114% 262% 

16 ea See a Oe 
1502 156.0 1599 1600 1624 1792 








train loads somewhere. Starting with near- 
ly 700 tons to the train, Pennsylvania could 
not be expected to gain proportion with B. 
& O., starting with 450 tons. Nevertheless, 
in order to increase its earnings proportion- 
ally, with stationary rates, that is substan- 
tially what Penn. would have to do. 

In per cent of expenses to gross New 
York Central was the star performer, since 
in 1915 and 1916 it began to get the bene- 
fit of big expenditures for improvements’ in 
previous years. The big fall in the operat- 
ing ratios of all three roads in 1915 and 


shown by the per cent of loaded to total 
car* mileage, shows no essential change. 
This will make a better showing in 1917, 
partly as a result of the supervision of the 
Government’s War Board. The growth of 
manufactures and miscellaneous freight— 
which bears the highest rates and therefore 
yields the best profits—has been very sat- 
isfactory, with the exception of the dull 
year 1915. And the figures on passenger 
traffic show a steady increase in economy 
in handling that branch of the service. 
Pennsylvania derives a considerable per 








TABLE II—VITAL FIGURES ON THE P., C. C. & ST. L. R. R. 


Preferred stock Common 
Earned Paid 
1911 - 11.62% 5% 4.91% 
1912 14.65 5 7.12 
EE. oda we one 2.29 5 def. 
Mee ae tink woe 4.79 4 0.89 
1915 12.65 4 6.88 
1916 18.69 5 11.69 
TEES teeuneboee- sy eae 7.64 


stock % Expen. Frt. train Psgr. rev. per 
Paid to gross. load (tons) train mile 
5% 71.3% 418 $1.37 
5 72.7 462 1,37 
5 82.2 468 137 
% 76.7 495 143 
2 73.0 543 144 
5 71.7 602 158 
5(a) 75.0 aa ates 


*Estimated annual rate, from first 9 mos. and based on capitalization of new company, 
which has only one class 


of stock. (a) Annual rate. 
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1916 was due principally to better business 
—since a big volume of gross can always 
be hauled more economically than a small 
volume. In 1916 Pennsylvania held its 
own remarkably well, but this ratio will 
rise for 1917. 

In Table I, I have selected some of the 
significant items from Pennsylvania traffic 








cent of its revenue from its ownership of P. 
C. C. & St. L. Table II shows the condi- 
tion of that important subsidiary. After 


having all sorts of troubles in 1913 and 
1914, Panhandle got back to normal in 
1915 and 1916 was its banner year. The 
freight train load has been built up rapidly 
and passenger revenue per train mile also 
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shows improvement. The 5% dividends 
on both preferred and common stocks have 
been resumed. But in 1917 to date earn- 
ings are falling off, though not as fast as 
those of the parent company. Pennsylvania 
will get rather more money in dividends 
from the Panhandle this year because of a 
recent change in capitalization which in- 
creases the outstanding stock. 


Conclusion 


The situation is, then, that Pennsylvania, 
having reached a high plane of efficiency 
before the war, has not been able to make 
as great a proportional gain in efficiency 
in the last few years as some other roads. 
To that extent it has been at a disadvantage 
in fighting the new problem of rapidly ris- 
ing costs. 

There has been and is nothing the mat- 
ter with the handling of the road, unless 
we say that its tremendous expenditure for 
its New York Terminal was unwise. Cer- 
tainly the N. Y. Central has handled that 
problem better, in that it has made a great- 
er revenue producer out of its terminal 
facilities here. Pennsylvania’s ambitious 


plan, including the control of Long Island 
and part ownership of the New Haven Con- 
necting road, was based on a very long look 
into the future and war costs have made it 
feel the burden of these additions. 

Without a doubt, the fall in Pennsylvania 
stock is chiefly due to general conditions 
which affect the rails as a whole. On the 
other hand, this road has reached the point 
wher¢ a tremendous additional investment 
of capital is necessary to increase earnings 
on the stock by a tenth of one per cent. 

The future of all our roads just now de- 
pends more on what the Government does 
for them than on their individual efforts. 
By the time this article is in print some 
definite action may have been taken. But 
it certainly seems incredible that the Gov- 
ernment should take any position in regard 
to rates and the handling of war traffic 
which would endanger the dividends of the 
many thousands of investors in Pennsyl- 
vania R.R. stock. By all ordinary stand- 
ards of right, and by the operating results 
and management of the road, these stock- 
holders are entitled to a continuance of 
their 6% dividends. 








A WORD ON SELLING 


LIBERTY LOAN BONDS 


Many holders of $50 and $100 Liberty Loan Bonds are selling them. Among the reasons 


given are: 


a is sickness in the family and I need the money”; 


life insurance 
on benthe more of 
oT chee orcas aaltedl ae oe 


The reasons are confined chiefly to poy anaes holder of bonds. 


ing, are ws for other reasons. 


remium is due and I must 
bonds than I so afford a 


it”; 
now must sell one”; 


Large holders, when sell- 


Is there anything unpatriotic in sellin } the bonds? 


We can see nothing unpatriotic in se 
ing the bond, the purchaser had 


ing bonds for reasons similar to the above. In b 
the best of motives. But circumstances have arisen which 


require ready cash. One is justified in selling for a good reason. 


But may there not be some other way out of the difficulty? 


Many financial institutions 


will lend money temporarily on the bonds up to about 90 per cent of their market value. The 


terms should be comparatively 


easy, permitting the 


t back of the money in installments. 


paymen' 
For example: You should be able to borrow about $85 on a $100-bond and pay it back as you 


can—say in monthly payments of $5. 
ber die.. pak paneer 
wa RS Coe eae 7 have nothin 
for you to save something each mon 
AL aa tare dons Bend cad wilh tune bene 
This enco 


money on your bond rather than selling it. If you sell, the money 
—. If re 


borrow on your bond, = ee So eemeny 
ck the borrowed mo: In the end you 
over a temporary di ity. 


thrift. We all know that it is difficult for the average man or woman to 


urages 
save $50 or $100. If you have once saved this amount through buying a bond, do not give 


up gs savings without a struggle. 


It requires effort to save and it requires not only effort but moral courage to cling to 


Your Ving om ee ane Ont zone 


Do not borrow money on your bond 


bond unless you know you are 
any person or institution which 


a fair 


not the highest 


standing. Do not accept any statement that the bonds have greatly depreciated in value— 
Odd Lot Review. 
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Right and Wrong Methods of Invest- 


ment and Speculation 


Part I—Continued: Mistakes in Conception—The Fallacy of 
Always Being Bullish 





By RICHARD D. WYCKOFF 





N the preceding article you will find 
the following paragraph: First, 
get rid of the delusion that it is 
always time to buy. 

Sometimes I think this is the 
greatest delusion of all. It leads to so many 
losses that it is difficult to trace the small 
percentage of losses not in some way the 
outgrowth of this fundamental mistake of 
the public’s. The reason for such a seem- 
ingly ingrained habit of mind, possessed by 
so many people, is this: From childhood to 
old age we are accustomed to buying what 
we want, and selling only what we have or 
what we own. Consequently, when we ap- 
proach the investment market, the psycho- 
logy is as follows: First, our attention is 
attracted. Next, our interest is aroused. 
Then, desire comes as a natural result of 
the first two. Finally, our desire to possess 
this particular bond or stock drives us to 
action and we make the purchase. 

It is not to be expected that a person 
when first attracted to Wall Street, having 
no knowledge of the business, should seil 
short, because this is an operation of which 
he is totally ignorant. As all transactions 
in the Street involve either buying first or 
selling first, the novice buys. It is the only 
thing he understands how to do and he 
would shy at the suggestion that he do- 
anything else. It is just like any com- 
mercial or real estate transaction. He wants 
the security because (1) it will yield an 
income or (2) he expects it will be worth 
more or (3) both. 

The newcomer has no conception of the 
vast changes in prices resulting from the 
conglomeration of events which produce 
booms and depressions, and the point in 
the great swing of prices at which he enters 
does not concern him; hence it is largely a 
matter of, luck as to when his first commit- 
ment is made. If the market is in a long 
upswing, the chances are in favor of his 
making money. If a downward trend pre- 
vails, he will either be tied up for a con- 
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_ of three months each. 


siderable time, or will sell out at a loss. 

There are two periods in every stock 
market cycle when the public is attracted 
to Wall Street in thousands, compared with 
dozens at other times. These two periods 
are indicated on the front pages of daily 
newspapers, for, as we all know, the papers 
feature bargain days, million .share days, 
panics, heavy liquidation, sudden declines, 
and other symptoms of low and declining 
markets on the one hand, while on the 
other they make a feature of big public buy- 
ing, rapid advances, extra dividends, melon- 
cuttings and other ear-marks of the cul- 
mination of a great bull market. 

It cannot be ascertained whether the 
total number of those who enter the mar- 
ket at the extremes of the swings is as great 
as the aggregate of those who begin opera- 
tions during the intermediate movements, 
but I should say chances are at least even 
that the tyro will commence to trade or in- 
vest somewhere during the smaller swings 
which fill in the great gaps between the. top 
and bottom of complete round turns in the 
market, occupying say three years. 

If we hypothetically divide such a three- 
year cycle into periods of accumulation, 
marking-up, distribution and decline, we 
can form some idea of the chances for suc- 
cess by those who thus enter the market 
blindly. Let us allow three months for 
accumulation, fifteen months for the mark- 
ing-up ‘in the bull market, three months for 
distribution, then fifteen months of decline, 
as illustrated in the very simple graph 
presented herewith, and we can draw some 
very definite conclusions. If he buys dur- 
ing the first three months, when accumula- 
tion by large interests is going on, he has 
an opportunity for a very substantial profit, 
assuming that he holds until distribution 
begins. The period of rising prices is 
divided on the diagram into five sections 
If he buys during 
the first period and assuming that he holds 
until the top prices are reached, he will 
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realize say 80 per cent. maximum profit. 
If he buys during the next period of three 
months, his possible profit is reduced to 60 
per cent. Should he buy in the last three 
months’ period, he will be getting in so close 
to the top that there is great likelihood he 
will be induced, by all the bullish influ- 
ences of the top of a bull market, to buy 
more and hold on. 

His best chances for profits, therefore, 
lie in his getting in during the accumula- 
tion period, and these chances are reduced 
as the market rises to the point of distribu- 
tion. When prices approach the top, and 
while they are at the top, the atmosphere 
of Wall Street is so charged with bullish 
enthusiasm that it is difficult, in fact, al- 
most impossible, for one who lacks trading 
and investment knowledge, to keep his head 
amidst the whirl of events. 

Reckoning in months, there is very little 
opportunity for him to make money and 
keep what he makes, unless he begins op- 
erations during the first thirteen months of 
a three-year cycle. Basing this rough esti- 
mate largely on the element of time, we find 
that there are about two chances that he will 
buy at the wrong time to one chance that 
he will purchase at the right time. If he 
begins by buying during the last five months 
of the rise, or the three months while the 
market is around top, or the fifteen months 
when it is declining, there are twenty-three 
months out of the thirty-six in which he 
will undoubtedly lose actual cash, or have 
a paper loss. 

There is an old adage: “Well bought is 
half sold.” It should be burned into the 
brain of everyone who owns or intends to 
own a bond or a share of stock. Nothing 
could be more important, yet no subject 
receives less consideration. The man who 
buys at the wrong time is like a person 
who is in New York and desires ‘to go to 
Chicago. Instead of taking a train and 
traveling a thousand miles west, he boards 
a steamer and starts for Europe. Even- 
tually he will reach Chicago but he will 
travel 24,000 miles. So, one of the first 
lessons to be learned is when to buy. Until 
this point is thoroughly understood better 
not buy at all—simply study. 

The public is chronically bullish. An- 
alyses of brokerage accounts made by others 
and the records of thousands of accounts 
which I have personally examined, have 





supplied indisputable evidence of the fact 
that from 90 to 95 per cent. of those who 
deal in securities not only begin by making 
purchases, but they invariably operate on 
the bull side. A broker’s customers who 
are long a total of fifty thousand-shares of 
Steel for example, will be perhaps two or 
three thousand shares short, or five thou- 
sand at the most. Hence, when we con- 
sider that the real buying time is only about 
a third of the entire number of months from 
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the beginning to the end of a stock mar 
ket cycle, we get at some of the funda- 
mental reasons why the operations of the 
public generally show a loss, and why it isa 
mistake for any one to operate on the bull 
side, as most people do, all of the time. 

If you are an out-and-out investor with 
100 per cent. accurate judgment you will 
be long at the bottom and during the the- 
oretical fifteen months rise. Then you will 
sell, put your money into a bank or trust 
company where it will earn interest, and 
wait till bargain day comes round again. 
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Right and Wrong Methods of Invest- 


ment and Speculation 


Part I—Continued: Mistakes in Conception—The Fallacy of 
Always Being Bullish 





By RICHARD D. WYCKOFF 





N the preceding article you will find 
the following paragraph: First, 
get rid of the delusion that it is 
always time to buy. 

Sometimes I think this is the 
greatest delusion of all. It leads to so many 
losses that it is difficult to trace the small 
percentage of losses not in some way the 
outgrowth of this fundamental mistake of 
the public’s. The reason for such a seem- 
ingly ingrained habit of mind, possessed by 
so many people, is this: From childhood to 
old age we are accustomed to buying what 
we want, and selling only what we have or 
what we own. Consequently, when we ap- 
proach the investment market, the psycho- 
logy is as follows: First, our attention is 
attracted. Next, our interest is aroused. 
Then, desire comes as a natural result of 
the first two. Finally, our desire to possess 
this particular bond or stock drives us to 
action and we make the purchase. 

It is not to be expected that a person 
when first attracted to Wall Street, having 
no knowledge of the business, should seil 
short, because this is an operation of which 
he is totally ignorant. As all transactions 
in the Street involve either buying first or 
selling first, the novice buys. It is the only 
thing he understands how to do and he 
would shy at the suggestion that he do- 
anything else. It is just like any com- 
mercial or real estate transaction. He wants 
the security because (1) it will yield an 
income or (2) he expects it will be worth 
more or (3) both. 

The newcomer has no conception of the 
vast changes in prices resulting from the 
conglomeration of events which produce 
booms and depressions, and the point in 
the great swing of prices at which he enters 
does not concern him; hence it is largely a 
matter of luck as to when his first commit- 
ment is made. If the market is in a long 
upswing, the chances are in favor of his 
making money. If a downward trend pre- 
vails, he will either be tied up for a con- 
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_ of three months each. 


siderable time, or will sell out at a loss. 

There are two periods in every stock 
market cycle when the public is attracted 
to Wall Street in thousands, compared with 
dozens at other times. These two periods 
are indicated on the front pages of daily 
newspapers, for, as we all know, the papers 
feature bargain days, million. share days, 
panics, heavy liquidation, sudden declines, 
and other symptoms of low and declining 
markets on the one hand, while on the 
other they make a feature of big public buy- 
ing, rapid advances, extra dividends, melon- 
cuttings and other ear-marks of the cul- 
mination of a great bull market. 

It cannot be ascertained whether the 
total number of those who enter the mar- 
ket at the extremes of the swings is as great 
as the aggregate of those who begin opera- 
tions during the intermediate movements, 
but I should say chances are at least even 
that the tyro will commence to trade or in- 
vest somewhere during the smaller swings 
which fill in the great gaps between the. top 
and bottom of complete round turns in the 
market, occupying say three years. 

If we hypothetically divide such a three- 
year cycle into periods of accumulation, 
marking-up, distribution and decline, we 
can form some idea of the chances for suc- 
cess by those who thus enter the market 
blindly. Let us allow three months for 
accumulation, fifteen months for the mark- 
ing-up ‘in the bull market, three months for 
distribution, then fifteen months of decline, 
as illustrated in the very simple graph 
presented herewith, and we can draw some 
very definite conclusions. If he buys dur- 
ing the first three months, when accumula- 
tion by large interests is going on, he has 
an opportunity for a very substantial profit, 
assuming that he holds until distribution 
begins. The period of rising prices is 
divided on the diagram into five sections 
If he buys during 
the first period and assuming that he holds 
until the top prices are reached, he will 
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realize say 80 per cent. maximum profit. 
If he buys during the next period of three 
months, his possible profit is reduced to 60 
per cent. Should he buy in the last three 
months’ period, he will be getting in so close 
to the top that there is great likelihood he 
will be induced, by all the bullish influ- 
ences of the top of a bull market, to buy 
more and hold on. 

His best chances for profits, therefore, 
lie in his getting in during the accumula- 
tion period, and these chances are reduced 
as the market rises to the point of distribu- 
tion. When prices approach the top, and 
while they are at the top, the atmosphere 
of Wall Street is so charged with bullish 
enthusiasm that it is difficult, in fact, al- 
most impossible, for one who lacks trading 
and investment knowledge, to keep his head 
amidst the whirl of events. ; 

Reckoning in months, there is very little 
opportunity for him to make money and 
keep what he makes, unless he begins op- 
erations during the first thirteen months of 
a three-year cycle. Basing this rough esti- 
mate largely on the element of time, we find 
that there are about two chances that he will 
buy at the wrong time to one chance that 
he will purchase at the right time. If he 
begins by buying during the last five months 
of the rise, or the three months while the 
market is around top, or the fifteen months 
when it is declining, there are twenty-three 
months out of the thirty-six in which he 
will undoubtedly lose actual cash, or have 
a paper loss. 

There is an old adage: “Well bought is 
half sold.” It should be burned into the 
brain of everyone who owns or intends to 
own a bond or a share of stock. Nothing 
could be more important, yet no subject 
receives less consideration. The man who 
buys at the wrong time is like a 
who is in New York and desires ‘to go to 
Chicago. Instead of taking a train and 
traveling a thousand miles west, he boards 
a steamer and starts for Europe. Even- 
ually he will reach Chicago but he will 
travel 24,000 miles. So, one of the first 
lessons to be learned is when to buy. Until 
this point is thoroughly understood better 
not buy at all—simply study. 

The public is chronically bullish. An- 
alyses of brokerage accounts made by others 
and the records of thousands of accounts 
which I have personally examined, have 










































supplied indisputable evidence of the fact 
that from 90 to 95 per cent. of those who 
deal in securities not only begin by making 
purchases, but they invariably operate on 
the bull side. A broker’s customers who 
are long a total of fifty thousand.shares of 
Steel for example, will be perhaps two or 
three thousand shares short, or five thou- 
sand at the most. Hence, when we con- 
sider that the real buying time is only about 
a third of the entire number of months from 
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the beginning to the end of a stock mar 
ket cycle, we get at some of the funda- 
mental reasons why the operations of the 
public generally show a loss, and why it isa 
mistake for any one to operate on the bull 
side, as most people do, all of the time. 

If you are an out-and-out investor with 
100 per cent. accurate judgment you will 
be long at the bottom and during the the- 
oretical fifteen months rise. Then you will 
sell, put your money into a bank or trust 
company where it will earn interest, and 
wait till bargain day comes round again. 
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Or you will buy short term notes of very 
sound corporations, due within a year or 
two, for these yield a higher rate of interest 
and owing to their early maturity will 
shrink very little if well selected.* 

It is obvious that you must sell out when 
prices are in the distributing zone, other- 
wise you will not have the cash for buying 
when securities are down. That is where 
most people make a mistake. They fail 
not only to buy, but to sell at the right 
time. To use a Street phrase, they “miss 
their market.” 

Having ridden a stock up to the selling 
zone, there is no excuse except hoggishness 
for riding it down to the bottom again. If 
you bought U. S. Steel common at $40 a 
share, as THE MAGAZINE OF WALL STREET 
advised (p. 24, vol. 15) in November, 1914, 
and then watched it climb to nearly $140 
within two years, there was no reason for 
you to see it decline into the 80s. A stop 
order five or ten points below the high 
would have insured the bulk of your profit. 

This point is well illustrated in the first 
article in the book “Fourteen Methods of 
Operating, in the Stock Market.”} which 
shows how a small investor first met with 
losses, then, starting with a very small cap- 
ital, made a fortune by the very methods 
already suggested—buying in panics and 
selling at the right time. The use of stop 
orders to protect profits is clearly shown in 
this and another article in the same book. 
Everyone should read and study this fas- 
cinating and instructive story based on ac- 
tual experience. “A Specialist in Panics.” 

The great danger to one who has not ex- 
perienced a few big up and down swings is 
that after he has sold out his line he will 
be led to venture part of his profits on the 
long side. Having tasted success, he is 
not apt to be satisfied with the dull 
monotony of being out of the market. More 
likely he will regard himself as a financier, 
a past master who has the market by the 
tail and can swing it round his head. 

“Can you distribute that line of South- 
ern Pacific at seventy-five?” was once asked 
of E. H. Harriman. 

“No,” he replied, “but I can put it to 
one hundred and twenty and get rid of it 


*For myself I er to be Se ee 
waiting fi for argainn for then ot then my funds are 
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by the time it gets back to ninety.” Which 
meant that the public would not buy at 
seventy-five but would buy on the supposed 
thirty point reaction. Harriman knew, just 
as all stock market experts know, that a 
stock must be made to look cheap if out- 
siders are to be induced to buy. At 75 
Southern Pacific did not appeal to the pub- 
lic; but a spectacular advance to 120 made 
investors and traders do one of several 
things, among which are: (1) Buy on the 
way up and stay long; (2) buy, take a 
profit, then get in again higher and stay 
long; (3) buy on a reaction of two, five, 
ten or twenty points from the'top; (+) sell 
it short, cover and go long higher up. Any 
of these operations have their modifications, 
but all have the effect of “landifg the out- 
sider with the goods,” which means enabling 
the insider to sell. 

How often have you done this very thing? 
Are you not now long of Steel in the 130s 
or 120s, Baldwin above par or some of the 
other war brides within ten or twenty points 
of the top? If so you do not know the 
business of investing in stocks and you 
should learn it, before your capital is im- 
paired and you become discouraged. For 
even though you had the wealth of Rocke- 
feller you would lose a great part of it if 
you continued to byy at the wrong time. 

“But,” you say, “there are many oppor- 
tunities to buy and make money after the 
market has reached the top. In the fall of 
1915, if I sold out completely, I-could have 
rebought in the spring of 1916 and made 
another good profit six months later. By 
waiting for a panic I would have missed 
this other very substantial profit.” 

And you speak truly, but bear this in. 


mind: ‘These intermediate moves are for 
the speculator. You are a simon-pure in- 
vestor. As such you should go long of 


securities in low markets and long of cash 
in high markets. If you choose to operate 
in another way you will find some sugges- 
tions farther along in this series. But bear 
in mind that there is no method that will. 
enable you to get all of the moves, and it 
is seldom, even with the best of judgment 
and experience that you can get all there 
is to be had out of any move, 

Aim to get a big piece out of the middle 
of the big swings. That’s all you can 


(To be continued.) 
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BALTIMORE & OHIO—4.5% Versus 
6.7%—Pres. Willard stated recently that he 
did not know whether road weuld earn its 5% 
common dividend in 1917, and that it would 
certainly not do more. Although gross will 
be about $135,000,000, a new high figure and 
approximately $12,500,000, or 10% ahead of 
1916, this gain is more than offset by the 
rise in transportation expenses. Operating 
expenses, $14,500,000 ahead of 1916, makes 
a decrease of $2,000,000 in net operating 
revenue. Taxes increased $500,000 when new 
war taxes are figured in. Equipment hire will 
be $1,000,000 worse than in 1916. All this will 
increase the outgo by $16,000,000, offset to the 
extent of only $12,500,000 or so by additional 
revenue. In 1916 balance for the common was 
$10,298,148, or 6.77% on the $151,945,593 out- 
standing. Reduce this by $3,500,000 and the 
balance is $6,798,000, or 4.5% on the stock. 


C., M. & ST. PAUL—Preferred Earnings 
—Should closing two months of the year show 
the same decrease, compared with November 
and December, net, after taxes, would be 
$23,300,000, plus other income which, unless 
it too shows a decline from 1916, would bring 
total net to $26,100,000 approximately. Fixed 
charges, etc., require $19,200,000, and pre- 
ferred dividend $8,109,000, resulting in a deficit 
of over $1,000,000. There is the possibility of 
_ dividend from the land-holdings subsidiary, 

increasing the year’s balance for dividends. 
Operating expenses continue high, offsetting 
gains in gross revenues. October operating 
ratio was 78.71%, against 84.60% in Septem- 
ber and 66.23% for October, 1916. For the 
ten months’ period, operating ratio was 
79.19%, against 72.13% in 1916. 


CHIC., ROCK ISLAND & PAC.—Pre- 
ferred Dividend Outlook—Recent statement 
by Director Amster: “From what I know 
Rock Island can pay the pfd. dividends on 
January 1 and leave a substantial cash balance 
in the treasury. It is misleading when they 
speak of borrowing money to pay them. They 
would amount to very little more than interest 
charges on the collateral notes and first mort- 
gage gold 6s which were paid off.” The 
directors’ meeting this month was a stormy 
affair. “Amster directors” strongly contended 
for declaration and payment, January 11, on 
the two classes of preferred, while other in- 
terests were as strongly opposed. In the 
midst of heated discussion, word came from 
Washington that the Interstate Commission 
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favored unification of railroads and Govern- 
ment financial aid. This put a new face on the 
situation, as the contention of some directors 
had been that in view of financial conditions, 
Rock Island should conserve its resources, and 
not pay them out in dividends. If Govern- 
ment aid were to be provided, one of the 
most valid arguments against payment of 
dividends would disappear. Directors then de- 
cided to defer the matter till Jan. 11, when it 
may be clearer what Government policy is 
to 


ERIE—Net Showing Improvement—Con- 
trary to popular belief, Erie will not, accord- 
ing to present indications, show a deficit for 
the 1917 fiscal year. Operating income has 
fallen off very considerably™a loss of $6,269,- 
492 for 10 months being the result. This, how- 
ever, has been made up almost entirely by 
the gain in non-operating income. For the 9 
months ended Sept. 30, 1917, other income has 
totaled $7,617,223, against $2,743,327 in the 9 
months of 1916, and indications are that the 
total of other income for 1917 will be $8,681,- 
346. During the past six years earnings for 
these 10 months averaged 81.66% of the full 
year’s total. On this basis total operating 
income would be $11,443,151. Adding to the 
estimated other income of $8,681,346, shows 
total gross income of $20,124,497. Fixed 
charges for 9 months Sept. 30, 1917, totaled 
$12,429,333, or $16,572,444 annually. Deduct- 
ing these from gross income leaves a surplus 
applicable to the three classes of stock of 
$3,552,053 or 7.42% on first pfd., 10.23% on 
second pfd. and 0.88¥0 on the common stock. 


N. Y. CENTRAL—Improvement Without 
Assurance—All observation cars have been 
taken off to expedite train movements and 
save fuel. Unless something upsetting 
enters into the figures for the two final 
months, the year 1917 should yield a surplus 
equal to about 10% upon the stock. Gross 
gain was $2,893,426, or 16.3%, whereas in the 
same month Pennsylvania’s gross gained but 
14%, that of the Pennsylvania Co. (Western 
lines) only 9%, and that of the B. & O. less 
than 9%. Net earnings fell off only $257,000, 
or 4%, in October. In September gross 
gained only 7.4% and net fell off 12%. To 
afrive at the real results for the stockholder, 
one must take in the operations of the Boston 
& Albany, leased for a guaranteed rental. 
The surplus over charges of the system de- 
creased approximately $600,000 in October. It 
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lost twice as much in September. Applying 
the October rate of decrease to November and 
December, the surplus for the full year would 
be $25,750,000. That would mean a decrease 
of almost $20,000,000 from the 1916 figures, 
which represented 18% on the stock, but it 
would still be upward of 10% on the stock, 
a reassuring margin over the 5% dividend,,as 
such things go nowadays. This calculation is 
subject to end-of-the year adjustments, notably 
as to the dividends of subsidiaries. 


N. Y.. NEW HAVEN & H.—Stock In- 
crease Net Decrease—$45,000,000 Pre- 
ferred in Sight—Refore the P. S. C. for per- 
mission to issue $45,000,000 preferred, Vice- 
President Buckland stated that they would be 
used to discharge the present floating debt of 
$45,000,000. The stock, which will pay 7%, 
is a temporary investment and will be retired 
as soon as the finances of the road will permit. 
The company asked the right to issue the 
stock at par and recall it at a premium of 
10%. A holder of common stock declared 
that 7% and a bonus of 10% is a “stumbling 
block,” while holders of the common had not 
received any dividends since 1913. It seems 
probable that the necessary authority will be 
given by the Public Utilities Commission, for 
it had agreed tH&t counsel should submit a 
formal order for approval. Greater gross 
earnings for October were followed by a 
greater increase in operating costs and re- 
sultant decrease in net returns. The net cor- 
porate income for the month was $202,972, a 
decrease of $384,627. For the first ten months 
of the year the net corporate income fell off 
$1,423,452, being $2,653,945. Of the subsidiary 
companies all but three report deficits for the 
month on-this average basis. Indicated net for 
the year a little over $3,100,000, compares very 
unfavorably with the $5,554,978 and 3.53% of 


1916. 


N. Y., ONTARIO & WESTERN—Coal 
Profits Increase—For the 10 months ended 
Oct. 31 company, as the result of its 
increased non-operating income, was able to 
show a surplus after all charges of $958,171, 
against $802,819 for the corresponding period 
in 1916, an increase of $155,352, or over 19%. 
Net earnings from railway operation alone 
showed a decrease, compared with last year. 
The mines owned by Ontario & Western 
through Scranton Co. and Elk Hill Co., have 
an annual output of over 2,000,000 tons of 
anthracite and output of mines directly tribu- 
tary to the railroad is estimated at about 
2,500,000 tons annually. This road carries 
3,500,000 to 4,500,000 tons of coal per an- 
num. Due to the difficulty of obtaining 
bituminous, anthracite coal has been substi- 
tuted to an increasing extent in mills and 
manufactories in New England, and there is a 
considerable market in this section for coal 
brought over the Ontario & Western. 


NORFOLK & WESTERN—New High 
Mark—After an advance of bituminous coal 





rates was granted in the summer of 1917 
.8toss in August for the first time went above 
$6,000,000 a month. September business did 
not keep up the pace, but in October a new 
high mark was attained at $6,300,313: (This 
was the second time that $6,000,000 was ex- 
ceeded.) Passenger and business increased. 
The gain compared with 1916 was $219,936, 
or 35% in passenger, and $782,419, or 17%, 
in freight receipts. The volume of business 
permitted a small gain of $22,797 in net op- 
erating revenue; satisfactory with many 
roads reporting decreases. Final returns 
for stockholders are cut down by the 
large amount necessary to cover “war 
taxes.” Principally on this account 
company has set aside $2,239,000 more 
for taxes than in the same 10 months of 
1916, the total appropriation in the latter 
period having been only $1,970,000. But for 
this tax the road’s surplus over fixed charges 
for 10 months ended Oct. 31 would have been 
substantially equal in 1917 and 1916. As it 
is, there is a decrease in surplus over fixed 


charges of $2,345,660. 
PENNSYLVANIA—(See Special Article) 


SOUTHERN PACIFIC—Good Effect of 
Freight Revenue—October gain of $3,- 
208,357 in gross earnings was made up chiefly 
of an increase of $2,236,831 in freight revenue 
and $750,816 in passenger revenue. The ex- 
pense increase of $1,567,808 consisted almost 
entirely of the transportation cost increase 
of $1,473,864, due chiefly to wage ad- 
vances. Tax accrual increase $474,801, leav- 
ing net earnings $7,077,455, or $1,162,750 more 
than in October, 1916. For the ten months 
gross $159,909,480 was $27,013,390 more than 
for the same period in 1916. Of this gain 
$19,046,510 was in freight revenue and $6,- 
156,160 passenger revenue. Of the $13,475,618 
increase in ten months’ operating expenses, 
$11,748,729 was a rise in transportation costs. 
Railway tax accruals for the ten months were 
$5,235,144 more than for the same period in 
1916. leaving net income for the ten months 
of $51,112,125, or $8,293,415 more than for the 
same period of 1916. 


_ SOUTHERN RY.—Gross and Net Hold- 
ing Up—Gross earning November were 
about $1,675,000 better than in November, 1916, 
and it is anticipated that about 30% of this 
will be retained for net. Recently Southern 
spent $1,616,000 for improvements, or $250,000 
more than in October, 1916. Although the 
southern roads are doing better than the 
northern systems and the outlook promising, 
the market is such that buying of Southern 
shares is restricted and speculative interest 
negligible. Oct.,1917. gross was $9,139,552; 


against Oct., 1916, $7,248,070; and net, $3,104,- 
188, against $2.433.287. Four months gross, 
1917, was $32,392,805, against 1916, $35,754,160: 
$9,323,772, against 


and net, after taxes, 1917, 
1916, $7,575,614. 
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AMERICAN CAN—Common Ready for 
Dividends — Declaration of remaining 
3.7157% accrued dividends cleared away the 
8.96% dividends that were owing the first of 
1917. No prior charges stand between com- 
mon stockholders and dividends now. Doing 
largest business in its history, estimates of 
earnings on the common for 1917 place equity 
in round sums at $20, after paying 7% on 
preferred. Actual earnings after deductions 
for the~8.96% accumulated dividends should 
approximate $11 on the common for 1917. 


AM. CAR & FOUNDRY—A Banner 
Year—Measured by the large orders and 
prospects for production, should have the 
best 12 months in its history. In the fiscal 
period to April 30, 1917, company earned 
27.4% on the common (after pfd. dividend). 
War and export business from 65% to 70% 
of gross; about equally divided between do- 
mestic car, war and export orders for rolling 
stock, At the rate profits are running there is 
little doubt that present distribution of 4% 
regular and 4% extra on the common can 
be continued, certainly for another 12 months. 
Company should earn 35% to 40% this fiscal 
year on its common. After war and income 
taxes, estimated at 8%, there will remain 
27-32%. The ten-year average, 1910-1917, was 
8.19%, and the five-year average, 1911-1915, 
was 3.95%. 


AM. SUGAR — Revenues from Great 
Western—In fiscal year Dec., 1917, will re- 
ceive $1,900,000 in Great Western common 
dividends, equal to $4 on American Sugar’s 
common stock. In other words, 65% of the 
year’s common dividend of $7 will come from 
this source. Great Western has paid in 1917 
$7 a share, and three extras $10 each, or $37 
in cash dividends. Great Western has $15,- 
000,000 common, of which one-third is owned 
by American Sugar. The company has been 
a large earner; 1916 profits were above $80 a 
share, with 1917 profits near that figure. 


AM. WOOLEN — Record Business — 
Month after month company has recorded new 
high figures for business on hand. Total un- 
filled orders have reached a sum never before 
approached—$90,000,000. A considerable por- 
tion is for Government. Company has placed 
entire equipment and organization at disposal 
of Army and Navy authorities. Total war 
work is $50,000,000. Woolen now has about 
the largest unfilled orders for civilian and 
Government account in its history. 


AM. WRITING PAPER—Sales Increase 
Sales which declined about 30% July and 
August, have been steadily improving. Vol- 
ume of business is back again to best point 
attained during first half year. Management is 
laying plans for increasing nationalization of 
its products. Plant capacity is $22,000,000 
gross business, and there is no reason why this 
cannot be attained, according to some. 


A. G. W. I. LINES—Earnings, Four 
Years to Jan. 1, 1918—Interests intimately 


associated feel sanguine that property will 
earn balance in 1918 of $40 on the common, 
after excess profits taxes, compared with esti- 
mated net for 12.months Dec. 31 of $55, after 
taxes. If the $40 expectation mak s good, in 
1915, 1916, 1917 and 1918 this property has 
earned the total of $175 for its common, of 
which nearly $150 will be undistributed in the 
treasury as cash, securities, or reinvestment. 


BETHLEHEM—$2,000,000 Advanced by 
Navy—Navy Department has advanced $2,- 
000,000, or 30% of recent orders. This is the 
outcome of conference between Secretary 
Daniels and Mr. Schwab. The corporation 
did not ask Government for additional financ- 
ing, as many had been led to believe from 
the visit of Messrs. Schwab and Grace to 
Washington: Cash advances up to 30% of 
contracts were left to the discretion of Sec- 
retaries of War and Navy. No payments 
on work under way had been made by Gov- 
ernment. For purpose of speeding up these 
payments that representatives visited Wash- 
ington. 


BURNS BROS.—No Special Dividend— 
Directors called to discuss capitalization of 
assets in the form of a special stock dividend, 
decided to take no action. In view of uncer- 
tainties in the coal situation, it was the opinion 
of majority that the announcement might bring 
on public criticism of the management. 


CENTRAL LEATHER —Increased Earn- 
ings—Net for the last three months will 
show a substantial increase over those for the 
September quarter, when only $40,972 in ex- 
cess of dividends were shown. Civilian busi- 
ness in leather improving, and orders from 
Government with shoe manufacturers are 
large. The lumber department is active, and 
sales are being made at favorable prices, that 
compare favorably with those obtained at any 
time in recent years. Net from operations 
for the first nine months of 1917 were $14,- 
148,066, as compared with $10,244,356 for the 
nine months ended Sept. 30, 1916, an increase 
of over 39%. 


CONTINENTAL CAN—Effect of Recent 
Extra—For fiscal year 1917, balance for $10,- ' 
000,000 common between 25% and 30%, after 
deduction of the excess profits tax, is esti- 
mated; against 22.38% on $8,000,000 common 
for 1916. During 1917 company sold $2,000,000 
additional common for cash. The recent 35% 
stock dividend is, upon $10,000,000 stock and 
entails the issuance of $3,500,000 additional 
common. In substance it amounts to giving 
holders of the present common dividend rate 
of 63%4% in place of the present 5%. Con- 
tinental has none too great a working capital 
for volume of business it is doing, and the 
stock dividend has the advantage of not at- 
tacking working capital. 


ELECTRIC STORAGE—(See Special 
Article) 
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EMERSON PHONOGRAPH—Is now 
manufacturing a new line of nine-inch 
double disc records, retailing at 65c. Deal- 
ers are taking hold enthusiastically and as 
January and the succeeding months form 
the season of greatest demand for records, 
a large business is anticipated. Retail price 
of seven-inch discs heretofore retailing at 
25c will be raised to 35c or 3 for $1.00 on 
Jan. 15th, thus offsetting increased costs 
and yielding a larger profit to the company. 


GENERAL ELECTRIC—(See Special 
Article) 


GOODYEAR TIRE—Earnings Increas- 
ing—After dividends on the pfd. stock, bal- 
ance available for $20,278,620 common year 
ended Oct., 1917, was $61.86, against $35.65 
in 1916 on $17,500,000. President F. A. Sieb- 
erling, at annual meeting, said common stock 
had book value $163. Nothing is allowed for 
good-will and $1 for patents and trade marks. 
Company earned about 60% on its common, 
after depreciation, but before war taxes, esti- 
mated at $1,600,000. Gross sales $111,450,643, 
compares with $66,950,399. Net $14,044,206, 
compares with $7,003,330. Increase in volume 
was 74% and in profit 100%. 


GULF STEEL—Earning $3,000 
Earnings for 1917 are in excess of $3,000, 000,000. 
Dividends on Ist and 2d pfd. require $200,000 
a year. Annual dividends on the common 
$8,050,000 outstanding, at the récently in- 
creased rate of 10% requires $800,000 against 
estimated earnings of over $2,800,000, or $35 
a share. 

MAXWELL . MOTOR—In first three 
months of new fiscal year, the $980,000 divi- 
dend requirement on the Ist pfd. stock has 
been covered, with a substantial surplus. Early 
resumption of dividends on 2d pfd. is not con- 
templated. With war business added, strong 
working capital is required, and dividends 
other than the Ist pfd. are not likely for 
some time. 


MERGENTHALER — (See Special Ar- 
ticle) 


N. Y. AIR BRAKE—Profits Increasing— 
War orders involve over $50,000,000, of which 
company will finish part during the first few 
weeks of 1918. But the great bulk cannot be 
finished before the first half of 1918. In 1916 
$82 a share was earned. In 1917 it will earn 
perhaps $45 before excess taxes. Coupled with 
the heavy orders for railroad equipment it 
looks as if 1918 would see Air Brake’s net 
close to the 1916 record. 

PULLMAN— of Safety 
—The influences serving to depress this high- 
grade stock are not obscure. Pullman has 
been clearly out of line, and conspicuously 
strong to invite sale by those inclined to 
convert securities into cash. The fiscal year 
to July 31, 1917, the best in a number of 
years, showed a balance of 11.36%. 


SEARS, ROEBUCK—Earning | $23 a 
Share—Based upon recent sales it is fair to 


estimate share earnings in 1917 at about $23 on 
$75,000,000 common stock, against $25.86 on 
$60,000,000 in 1916. Sales for the 1l-month 
period are $159,403,851, Se se $128,599,297 in 
1916. The December holidays usually add a 
little more to gross, and with $19,872,435 px 
in November, — sales ought to be bet- 
ter than $20,000, 


UNITED <~ l $18.21 on Com- 
mon—Company in October did the largest 
business in its history. Sales were $4,236,915, 
against $3,306,482 in October, 1916. Gross was 
$1,384,770, against $1,105,702. After expenses, 
depreciation and taxes, final net available for 
dividends was $453,614, ‘against $305,503 for 
October, 1916. Sales increased 28%, gross 
25.25%, net 48.5%. Economies created through 
the consolidation with Riker & Hegeman in 
1916 are being reaped in reduction of expenses. 
Net for the month was at the rate of $18.21 
a share on common outstanding, paying 5%. 


UNITED FRUIT—Its Record Strength— 
Record shows an expansion in earning power 
hitherto not attained. When the 1916 year 
was finished with balance of 244% it was 
hailed as the most memorable achievement in 
the history of a long series of prosperous 
years. But 1917 set a new high level with an 
actual balance for the stock of 26.7% after 
charging against income $3,686,868 for taxes 
against $689,146 in 1916. In 1917 company 
actually earned clear of charges and excess 
profits tax $13,037,955, or nearly 344 times the 
8% dividend. Actual balance for taxes and 
dividends after deduction of interest was 
$16,724,824, an increase of $4,092,527, or 32%. 

U. S. RUBBER—Earnings Double—Earn- 
ings $29 on common. Company has $5,000,000 
war orders, and will show minimum net for 
the year of $15,000,000 after allowance of $1,- 
000,000 for special war tax, also after bond 
interest. Pfd. dividends will take $4,800,000 
leaving $10,200,000 for the common, or $29 a 
share. These are the largest in company’s 
history, and compare with $15.12 a year ago. 


WESTINGHOUSE — (See Special Ar- 


ticle) 

WOOLWORTH— 18%—In 1917 
the company will come within a fraction of 
entering the class of $100,000,000 gross corpo- 
rations. In 11 months, with its 1,000 stores 
all over the country, gross sales have increased 
12.69% over the 1916 figures. If the gain in 
December gross is equal to the November in- 
crease Of 18%, the full year will come within 
a few hundred thousand dollars of the $100,- 
000,000 mark. Rising costs may upset the 
remarkable uniformity of the usual 10% ratio 
in 1917. But it is conservatively estimated 
that for all of the year company will earn near 
$9,500,000 for its stocks. Such a net would 
leave a balance of nearly 18% on the common 
after deduction of the preferred dividend. In 
1913 gross was $66,228,072. In 1917 it prom- 
ises to be 50% greater, while common 
profits of 10.8% in 1913 may touch 18% this 


year. 
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Railroad and Industrial Inquiries 





The Position of Rock Island “B” 


K. E. S., Woonsocket, R. 1—Chicago, Rock 
Island & Pacific “B” is entitled to share with 
the “A” preferred, pari passu in the distribu- 
tion of assets upon insolvency or dissolution, 
and shall be preferred over the common stock 
to the extent of par value and accumulated 
dividends. Dividends on both classes of pre- 
ferred stock are cumulative up to 5 per cent 
per annum from July 1, 1917. The “B” stock 
is redeemable as a whole at 102. 

The recent earnings results of the Rock 
Island have not been favorable. The road did 
very well in 1916, showing a balance equal to 
nearly 11 per cent on its common stock after 
allowance for preferred dividends. Such re- 
sults raised high hopes for the future, re- 
sulting in a short-lived boom in the new 
issues. How the road has fared under the 
changed conditions of excessive operating 
costs is very well reflected in the results for 
the nine months of the current calendar year. 
In that period gross revenues were $64,998,429, 
an increase of about $6,500,000 over the same 
period of 1916. But, operating income 
amounted to only $13,280,478, a decrease of 

200,000 over 1916. In. other words, in- 
creased operating costs ate up the $6,500,000 
gain in gross and $2,200,000 besides. The 
result was earnings of 9.69 per cent on the 
preferred stocks (both classes) for the period, 
against 13.73 per cent earned in the same 
period of 1916. While we believe that the 
long range future of the Rock Island is 
promising, we do not believe there is any 
cause for optimism as to the immediate future 
and we, therefore, do not particularly favor 
the holding of the “B” stock. If you continue 
to hold it, you should make up your mind that 
you may have to see it through a further 
decline and may have to hold for perhaps 
several years before “seeing daylight.” 


No Cause for Unreasoning Fear Over R.R. 
Situation 

E. G. C., Bangor, Me.—lIn our judgment, 
government ownership of railroads is the re- 
motest kind of a possibility. The necessity 
has arisen under war conditions granting the 
railroads relief in the way of freight rate 
increases, and this the roads are likely to get. 
There is also the necessity of co-operation in 
traffic arrangements, and the roads have re- 
sponded’ enthusiastically. In conservative 
quarters it is believed that the needs of the 
railroads will become better understood by 
the Government and that this will lead to a 
more lenient attitude. Out of it all is ex- 
pected to come a more benevolent government 
policy toward the railroads; government regu- 
lation solely, without any interference on the 
part of state commissions. 

This view of the situation is favorable to 
the railroads. We believe it is the correct 
view. Hence, we are optimistic on the ulti- 


mate solution of the present railroad situation 
as related to the stock market. 

We are not, however, bullish on all the 
railroad stocks. Some of them, among which 
are Baltimore & Ohio and New York Central, 
are showing heavy decreases in net revenues 
despite large increases in gross. In other 
words, the effects of increased operating costs 
are serious; so serious in fact that it is doubt- 
ful whether freight rate increases will help 
enough to save the situation so that dividends 
can -be conservatively maintained at the present 
rates. There is considerable cause for appre- 
hension in the case of Baltimore & Ohio for 
the earnings are running at a very small 
margin over the present 5 per cent dividend. 
In the case of New York Central the earnings 
are running at a larger margin, but there are 
other considerations, not the least of which is 
the difficulty of financing. We suggest the sale 
of at least half your B. & O.; and reinvest- 
ment in C. & O. While there is no immediate 
cause for apprehension as to New York 
Central’s dividend, the road is not in as favor- 
able position to maintain an ample margin 
over its dividend as are roads like Atchison, 
Northern Pacific or Southern Pacific. We sug- 
gest a switch of part of your holdings. 


Three Low Priced Rails 


S. G. H., Polk, Pa.—Erie in very poor 
condition, and the outlook is rather discourag- 
ing. We suggest that you sell the stock and 
watch your opportunity to buy instead, Kansas 
City Southern common. This issue should be 
a very desirable purchase on weak spots if 
you are willing to tie up money in it and hold 
it for a long pull. Earnings are running at 
the rate of about 6 per cent. 

Missouri Pacific has certain features of 


merit, but we are not optimistic on the stock . 


for the near future. We suggest that you 
place a stop order of say two points on it and 
sell on a rally. The stock has already had 
quite a sharp decline, and if there is a favor- 
able decision in the railroad rate increase case, 
a firmer tone may well be expected in the rail- 
road group. Any general advance should 
carry Missouri Pacific along with it. 


Illinois Central for a Long Pull 


W. M. J., Piercefield, N. Y.—Illinois Central 
(96) has been recommended by this magazine 
recently along with other of the standard rail- 
road stocks. We have suggested its purchase 
on weak spots only, however. The road is do- 
ing extremely well under present difficult 
operating conditions. As you doubtless know, 
an extra dividend of 1% was declared along 
with the last quarterly payment. This decla- 
ration was regarded as tantamount to return- 
ing the stock to its former basis of 7%. Pro- 
vided you buy Illinois Central for a long pull 
to hold A cage of a further possible decline 
in sympathy with the general market, we do 
not hesitate to recommend it. 
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Steel Still High 


L. Y. R., Waterbury, Conn.—U. S. Steel is 
in a vulnerable market position and we em- 
phatically advise against its purchase for in- 
vestment at this time. It is-not selling at a 
price which makes it attractive for speculation. 
If you are a holder of the stock we advise you 
to protect it with a stop-loss order so that 


your risk will be limited to not more than- 


three points, and be prepared to sell on any 
bulge. 





Speculativeness of Can 


S. I. N., Baltimore, Md.—American Can is 
one of the most speculative issues on the 
New York Stock Exchange. We do not favor 
a purchase of the stock at this time: Divi- 
dends are remote. 


Railway Steel Springs Dividend Not 
Entirely Safe 


W. R. T., Montreal, Canada.—Railway Steel 
Spring is selling on a speculative basis. The 
company has passed through a period of very 
abnormal prosperity, during the last two years, 
in contrast to the very poor showing of the 
pre-war period. In the years 1913 and 1914 
the company showed, after paying its pre- 
ferred dividend, deficits of $93,340 and $570,- 
546. Therefore, there is doubt as to whether 
the company will be able to maintain its pres- 
ent common stock dividend during the next 
period of depression. 

We are unable to forecast or at least to 
make any definite predictions about the mar- 
ket for any considerable time ahead, because 
its course will depend very largely on the de- 
velopments in the war situation. But, we can 
say that we do not believe there will be any 
grounds for an important rally in Railway 
Steel Springs if the war is prolonged. The 
company, in that event, will probably continue 
to encounter the handicaps of high costs, labor 
shortage, heavy taxation and so forth. You 
would do better to get out of an uncertain 
stock of this kind than to hold it, for if you 
have money in hand you will be in a position 
to take advantage of opportunities which may 
be offered later on. Established dividend- 
paying securities, about which there is no 
question, are now selling at panic levels. It 
is such stocks that will be profitable to buy 
when the definite turn upward comes in the 
market. 





Jewel Tea Pfd, for Investment 


B. A. L., Joplin, Mo.—Another good Chain 
Store preferred 
cumulative preferred. 


sue is $4,000,000, 


issue is Jewel Tea 7% 
The outstanding is- 
on which earnings in 





1916 were equal to 36.99%. This com- 
pany’s earnings increased from $424,279, in 
1912, to $1,479,673 in 1916. The preferred 
stock is followed by $12,000,000 outstanding 
common stock on which no dividends are being 
paid. The company is pursuing the very con- 
servative policy of withholding dividends on 
the common stock and putting surplus earnings 
back into the business which is steadily ex- 
panding. 

The business of the company is the sale of 
coffee, tea, baking powder, soap and certain 
like articles direct to the consumer from 
wagons which radiate along regular routes. 
From headquarters goods are shipped directly 
to about 400 branches, from which the wagons 
in turn sell and deliver goods to the customers. 
Of these branches, about #0 are main branches, 
where the company has stores which do some 
retail business in addition to supplying the 
wagons. The company covers over 10,000 dif- 
ferent routes, and does business in nearly all 
of the principal cities from the Pacific Coast to 
and including the Eastern States, excepting the 
New England States. 





The Appeal of Sears-Roebuck 


J. D. S, Scranton, Pa.—Sears-Roebuck is 
a stock which we believe can be accumulated 
advantageously on weak spots by those who 
are willing to hold it for a long pull. The 
stock pays 8%. There is no early prospect 
of another stock dividend, but, of course, it is 
the expectation that such dividends will be 
paid from time to time which lends specula- 
tive attractiveness to the stock. Sales of the 
company so far this year have shown a very 
heavy increase over 1916, which was a record 
in itself, but it is doubtful if the margin of 
profit is as large as it was in 1916 for the rea- 
son that operating and production expenses 
have risen greatly. 

There is no immediate incentive fer specula- 
tive buying of this stock, but we confi- 
dently believe that Sears Roebuck will be favor- 
ably affected by a return to normal conditions, 
following the close of the war. 

There is an interesting article in the Nov., 
24 issue of the Magazine which will give you 
a very clear understanding on Sears-Roebuck. 
We agree with the conclusions of the author 
expressed therein. 





A Good Pfd. Stock Investment 


W. B. F., Detroit, Mich—Wilson & Co. is 
a stock which is protected by sound equities 
in property and a large margin of earnings 
over dividend requirements. The company is 
a strong progressive one and we do not think 
you need have any apprehension as to the 
safety of your principal and income if you 
desire to hold the stock simply for investment. 
Of course the price may go lower but that 
would be in sympathy with a decline in other 
investment issues, in all probability. We see 
no reason to advise you to sell this stock. 
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Government Securities as an _ Invest- 


ment for Women 


High Yields Now Obtainable—Effect of Past Wars—Differ- 
ence Between Internal and External Bonds— 
Prospects for the War Bonds 





By ELEANOR KERR, 


Author of “The Effect of Wars and Revolutions on Government Securities.” ~ 





HE woman investor, as a class rather 
than an occasional client, is a com- 
paratively new development in fi- 
nance. Of course, there have al- 
ways been many investments made 

for women, but now many women are making 
their own investments; and not merely those 
of estates, but continuously from current in- 
come, buying and selling with a view to in- 
creasing their capital and income through ju- 
dicious use of the funds at their command. 


To fit this change an almost new set of 
classifications of securities is arising. The first 
requirement on which the house dealing in 
investment securities insists for its women 
customers is, as always, safety—safety of 
principal and interest. Next comes the demand 
for a fairly high interest yield, an opportunity 
for increase of principal, and probably last 
would come wide marketability. 

At present, in this country, many of the 
smaller and.less known bond and preferred 
stock issties dealt in by bond houses of high 
standing satisfy all these conditions. 

But an important and, until recently, little 
used form of investment which is excellent 
for women, is government securities of our 
own and foreign countries. 

Outside the United States these may be 
said to be a favorite form in which to invest 
estates and women’s funds. The investments 
of the average person in Europe may repre- 
sent holdings all over the world and are very 
likely to include a number of government 
bonds of various countries. London was for 
so long the money center and to it came so 
much foreign financing that in these it be- 
came natural to place funds. 

Not so in the United States. This is a com- 
paratively new country and until recently it, 
too, was one of those whose corporations bor- 
rowed from London and Paris part of the 
money for its development. This is all changed 
now, and it is thought that the larger part of 
the securities so sold outside the country have 








been brought back, some by purchase, some by 
being used as collateral for loans. 

The United States Government has never, 
since the Revolutionary War, issued an ex- 
ternal loan, though some of its bonds have 
been dealt in on foreign exchanges. On the 
other hand, few foreign government bonds had 
been sold here priar to 1914. 

Contrary to the custom in Europe, the bonds 
of her country would seem to have not been 
invested in to any large extent by the average 
woman investor here. There are several 
reasons for this. 


Few U. S. Bonds 

The bonds of the United States Government 
are comparatively few in number, especially 
as compared with those of other leading na- 
tions. The United States in 1914 had an out- 
standing net debt of $1,027,000,000, as compared 
with Great Britain, $3,485,000,000; France, 
$6,607,000,000, and Germany, $5,198,000,000, 
while its population equalled two-thirds of 
that of the three combined. That is, the 
United States had an indebtedness per capita 
of $10.76, as compared with $76.19, $159.95, 
and $73.62, respectively. For three South 
American countries this indebtedness was, 
Argentina, $60.56; Brazil, $35.16 and Chile, 
$52.53. For Japan it was $23.92. 

As this means approximately that that is 
the amount of government bonds per individ- 
ual, it can be seen that those of the United 
States would be comparatively difficult to ob- 
tain and that it would tend to. raise their 
prices. So, also, does the fact that many of 
them carry with them the privilege of securing 
bank note circulation and so are in such de- 
mand by banks as to leave very few for private 
individuals. Then, too, the interest yield is 
very low, most of the bonds having a rate of 
3 or 2 per cent., yet selling near or above par. 

French Rentes and British Consols carry 
no higher rate of interest, but sold for four 
to fifteen points lower. They also, as pre- 
viously stated, existed in much larger quan- 
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tities. The bonds of the South American 
countries carry higher interest rates, ranging 
from 4 per cent. to 6 per cent., and sell at 
various prices, usually on about a 5 to 6 per 
cent. interest yield basis, depending on the 
security, standing and general conditions of 
the government issuing them. 


New Conditions 


A new condition in relation to government 
bonds has arisen, due in large part to the 
great war. The warring allied nations have 
had to borrow externally and came to 
New York as the largest neutral money 
market, while the South American and other 
neutral nations, often with sudden and un- 
usual financial demands made upon them by 
the war, and unable to continue or commence 
financing themselves through London, Paris 
or Berlin, have also negotiated loans here. In 
addition to this the United States on entering 
the war raised the $2,000,000,000 Liberty Loan 
and raised $3,808,580,000 niore in the autumn. 

To enable bankers and dealers in securities 
to float such issues, many individual investors 
are required and so the last three years have 
seen much education and familiarization of 
the general public in regard to government 
securities. 

There are two main forms of government 
obligations to consider: external bonds and 
internal bonds. These may both be general ob- 
ligations of a nation, or may take the form of 
a guarantee by the government of the loans 
raised for a railway, steamship line, irrigation 
or similar object. They may be secured by 
the hypothecation of certain taxes or only by 
the general revenues of the government. New 
governments or those of comparatively unde- 
veloped countries have often pledged specified 
taxes or revenues as security for the service 
and discharge of their debts. As a rule, the 
older nations have not been obliged to do this, 
but have borrowed on their names alone. 
When one buys a government bond, whether 
of one’s own or a foreign country, the real 
security, after all, lies in the good faith and 
responsibility of the nation selling it. 

There is, however, some difference in safe- 
ty, stability of price, etc., between the internal 
and external bonds of many nations, which 
should be taken into account, especially when 
they are under consideration as an investment 
for women. 


Advantages of External Bonds 


The external obligations of most countries 
are safer for a foreigner than the internal 





an unfavorable rate of exchange at some fu- 
ture time. A government may treat its own 
people as it pleases or dares, but not those of 
another nation, for it then becomes an in- 
ternational affair and the latter nation has 
justification for interference. A defaulting 
or delinquent government may have to turn 
over the administration of its finances to an- 
other whose ctitzens hold some of its external 
bonds. This has happened in several in- 
stances—the United States is at present col- 
lecting the revenues from the customs in one 
of the West Indian countries, partly for this 
reason. 

As a rule the external bonds of a nation 
fluctuate less in price than the internal ones, 
which are apt to respond more quickly and 
to larger extent to changing conditions in 
politics, agriculture and so forth. 

It has been the experience of history that 
few nations have ever defaulted on their 
bonds. Some may have had hard struggles 
to meet the interest and maturities and have 
resorted to funding operations, but they have 
usually emerged with every obligation paid 
in full. These have generally been nations 
which have been over-sanguine as to the 
rapidity of their development or the acces- 
sibility of their natural resources. 

In times of war the prices of government 
bonds tend to drop and the interest rates of 
new issues to rise. This is due to many caus- 
es, among which may be mentioned the rise in 
all prices which usually accompanies war and 
which causes a demand for larger fixed returns 
on investments, and the need to raise large 
amounts of money in short periods of time. 


Effect of Peace on Bond Prices 


But when peace is again established the 
prices of these bonds have practically always 
risen, often to very high points. Those who 
have bought during these times of de- 
pression and who have held their bonds for 
a number of years after have gained greatly — 
by the increased value. They have, as a rule, 
profited in two ways; their principal has been 
increased through the rise in price, and they 
have been able to invest in a government bond 
of higher yield than the usual bonds of the 
country. There is also the sentimental satis- 
faction of having been able to assist the na- 
tion when it needed funds. 

The table herewith gives some idea of what 
the increases in bond prices have been during 
the years after various wars. 


EFFECT OF PAST WARS ON BOND PRICES 


Year Lowest 5 Yrs. 
Before During After 
Napoleonic W ars— War War War 
British Consols 3%...... 97 47 79 
French Rentes 


> ee 71 1 73 
Prussian 3-5%' eons 8 27 99 
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‘araguayan W ar— 
Argentine 6% (Buenos 


e 
OS SERS ee 94 7% §©=©102 
Brazilian 4%4% ......... 8 60 99 
U. S. Civil War— 
J SS a eee 100 85 118 
Franco-Prussian W ar— 
French Rentes 3%,...... 15 50 73 


Prussian State Debt 344% 81 78 93 
Boer War— 
British antes: 2%%....113 82 91 


Russian 4% .......c000. 101 73 97 
Japanese 4% ..... onesee, ae 62 96 


After a war, government bond prices have 
sometimes not risen quickly to the pre-war 
level. This, however, has in many cases been 
due to a change in world conditions, them- 
selves often quite independent of the hostilities 
and affecting other countries as well as the 
recent belligerents. 

As a rule the ratio of indebtedness of na- 
tions to their natural and other resources is 
not high; in fact they make a far better show- 
ing than many corporations. What corpora- 
tion can show assets equal to over 70 times its 
liabilities, as does the United States? Great 
Britain’s national wealth is 5 times its indebt- 
edness, France’s 4 times, Germany’s it is im- 
possible to estimate with amy degree of 
accuracy, but it is probably about 3 times, and 
Brazil’s national wealth, which far underes- 
timates its natural resources, is 14 times its 
indebtedness. 

The amounts which many of the warring 
nations are borrowing at home and abroad 





seem huge, but in most cases are not yet dan- 
gerously large compared to wealth. In the 
case of Great Britain the indebtedness is little 
larger in proportion to resources than that 
incurred at the time of the Napoleonic Wars 
and subsequently in large part paid off. Also 
about one-fifth of it represents loans to allies 
and so is not a dead weight of debt. This 
last is true, too,-of almost all the new in- 
debtedness of the United States. The present 
obligations of the United States in proportion 
to wealth are less than one-third that at the 
end of the Civil War, although the money 
sum is so much greater. 


High Yields Now Obtainable 


Government bonds of all nations are selling 
on a remarkably high interest yield basis just 
now, due in part to the war arid consequent 
large borrowings both belligerents and neu- 
trals, which have caused what is probably only 
a temporary depression in bond prices and 
credit. For the first time in years excellent 
government bonds are obtainable on about the 
same interest basis as good industrials. 

The civilization in which we live rests upon 
the good faith and credit of nations. Their 
bonds may really be said, therefore, to be 
secured by the system which makes our cus- 
tomary life possible. The securities of well 
established and responsible governments prob- 
ably offer an opportunity for as absolutely 
safe investment as can be found. At their 
present prices they are, many of them, lucra- 
tive ones as well. 











HOW THE BOND 





BUSINESS BEGAN 


The humble and despised beginnings of the bond business in Wall Street 
were described by Jacob H. Schiff at a recent dinner of the Bond Club, an 
organization composed of salesmen of the bond houses. He was introduced 


as “the dean of the bond business in this country.” 


After deprecating this 


characterization, he told how he had come to the United States at the end of the 


Civil War when the only bond business was in Government bonds. 
“These were not dealt in on the Stock Exchange,” he said. 


“They were 








dealt with by open bond brokers, somewhat like the Curb brokers of today. 
About 1867, however, it was felt desirable by the Stock Exchange to stabilize 
this business to a certain extent, so the use of a special room in the Stock Ex- 
change was offered to these brokers. It eventually received the name of the 
‘Government Room,’ since only Government bonds were dealt in. Any repu- 
table man could be elected to membership in the Government Room on pay- 
ment of a fee of $250, but this did not admit him to the Stock Exchange. Fi- 
nally, in 1869, the Exchange decided to admit to its membership persons who 
had the privilege of the Government Room, on payment of $1,000, and I entered 
the Stock Exchange in this way. Finally, after the panic of 1873 had subsided 
—in other words, about 1875—the railroad bond business began to develop, and 
gradually expanded to the dimensions which we see today.”—N. Y. Times. 























Readers Round Table 






[Subscribers are invited to contribute to the Readers’ Round Table Department. From 
our readers we receive many valuable suggestions and interesting ideas, and have inaugurated 
this feature in order that they may present their problems and their thoughts to their fellow 
readers. We believe that this interchange of ideas will prove to the advantage of all. Send 
in your manuscript addressed to Editor, Readers’ Round Table. No names will be used unless 


permission is given.—Editor.] 





O my mind the railroad situation is 
© simple. The roads must maintain 
that which they have and add more 
and better equipment. Extend tracks 
into undeveloped sections of the country. Such 
a condition must exist that this will be done 
eagerly. The Government’s attitude toward 
the railroads has been such that they and a 
railroad builder are looked upon as pirates by 
the public, rather than creators of public 
wealth. My remedy is tax exemption. I do 
not advocate rate increase. So soon as rates 
are raised taxes will wipe them out. 


1402 Eli Place, Chicago. Cuas. B. Roe. 
Editor of THe MaGazine or WALL STREET: 


I believe my unusual and very profitable ex- 
perience will be useful to many of your read- 
ers. I am supposed to be a “novice,” and 
have never seen you discuss sufficiently the 
angle of the investment business which caused 
me to pile up a sizable bank account from a 
modest sum. They say that “wisdom some- 
times comes from the mouth of babes,” so here 
goes. 

A year ago one of your writers believed that 
Magma was a good thing—then selling for 
$15. Other papers I read were “boosting” 
Jerome Verde, selling around $2. Now both 
looked good to me; in fact, Jerome with its 
fine neighbors (United Verde, and Verde Ex.) 
almost made Magma look like a “piker.” A 
friend of mine had $1,000 to invest, and so 
did I. We agreed to pool our money and buy 
both. My friend was very strong for J. V., 
which was a sure thing for $5 then. We 
figured it out, and decided that being a low 
price stock it would make a small fortune for 
us if it went to $5. 

Overnight my friend changed his mind. He 
figured that we could buy 1,000 J. V. outright 
and make about $3,000 when it went to $5. If 
we bought Magma, could only own 60. What 
was the use of 60 shares to a man who wants 
to make big money? This was my friend’s 
question. 

To make the story short, I figured it out 
myself in the following way: and this is the 
whole point of my letter to you. It is not the 
number of shares you hold; it is not the quan- 
ity; it is the QUALITY. 

Jerome Verde at $2 with 5,000,000 shares 
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(about) is valued by the company at $10,000,- 
000, a prospect, with good neighbors. Magma 
at $15, with 240,000 shares is valued at $3,- 
600,000, a producer without neighbors, but 
with a good reputation. I figured that for 
every dollar J. V. goes up it adds $1,000,000 
to its valuation, and only $240,000 to Magma’s 
—or four to one. Nothing doing on Jerome 
Verde, and it became Magma for mine. 

I bought 60 Magma outright, and 40 on 

margin when it went to:$20. When Magma 
hit $50 I got out. Total outlay $900; total 
profit $3,300. My friend bought his 500 
Jerome, and, quite disgusted, sold out recently 
at $1. His outlay was $1,000, and loss $500. 
My “investment account” now $4,200, and his 
$500. 
The lesson I suggest to your readers is, that 
it is not the number of shares you hold, but 
the quality of them. I believe my method of 
finding out “what a company is selling for in 
the market” to be one of the safest guides to 
investment. 

This principle is usually overlooked, and the 
point has not been sufficiently driven home in 
the excellent investment hints which your 
magazine contains periodically. Do you think 
it worth your while to remedy this? 

Sincerely yours, 
MaGMaric. 





We congratulate this fortunate investor on 
his gain and shrewd judgment. The point 
made is important. It applies with great force 
to stocks like S. O. of New Jersey, Chese- 
brough, Atlantic Refining and a good many 
others where nominal capital is small and par 
value nominal. In the case of the stocks above ° 
given, the par of Jerome is $1, selling now at 
75c.; the par of Magma $5, selling around 
$40. It is better to have, say, one share of 
S. O. of N. J. selling around $500 than 100 
“cats and dogs” selling at $5, if the main rea- 
son. for holding the latter is the very usual 
one—cheapness and quantity. It is just as 
easy and often more profitable to buy “$100 
stocks” than to hold a greater number of the 
light-weight variety of low-priced issues. The 
“odd-lot” and “partial payment” houses of 
repute have accomplished a great deal in recent 
years in helping every wage-earner to do this. 
Our subscriber’s letter points a valuable lesson. 

















Bond Inquiries 





Commonwealth Power Notes Should Be 
Taken Care of 


M. C., Toledo, Ohio—The total outstand- 
ing amount of the 5 years 6% convertible 
bonds of the Commonwealth Power Railway 
& Light Co., due May 1, 1918, is $8,081,000. 
This issue although not secured by mortgage, 
appears to be protected by ample equity, and 
has, therefore, always been given a favorable 
rating. So far as we can learn no financial 
arrangements have yet been made to meet the 
notes when they come due, but there is no 


reason why they should not be taken care of. 


Under the circumstances, we think you would 
do well to hold your notes to maturity. If 
they are not taken up at maturity, holders will 
likely be given new notes in exchange under 
favorable terms. 


N. Y., Westchester & Boston’s Prospects 


W. G. L., Los Angeles, Calif—New York, 
Westchester & Boston 4% bonds are guaran- 
teed by the New Haven Railroad, but there 
is some apprehension as to the ability, and 
possibly the intentions of the New Haven rela- 
tive to the fulfilling of this obligation. If you 
are willing to hold these bonds and see the 
New Haven situation very much worse than 
it is at present (we think it will grow worse, 
in which case the New York, Westchester 
bonds might be very seriously affected), you 
would only be faced with the prospects of 
holding them for many, many years, before 
expecting to “see daylight.” We advise you 
to sell the bonds and write off the loss with 
the idea of reinvesting the money more ad- 
vantageously, There are several convertible 
bond issues now selling at attractive figures, 
for example, Chesapeake & Ohio convertible 
5s around 73, and Southern Pacific convertible 
5s around 90. Here the conversion feature 
may prove of great value some day and thus 
give you a chance to recover your losses in the 
Westchester bonds. 


Both Steel Notes Redeemable in Cash 


H. J. M., Philadelphia, Pa—The indenture 
in the Bethlehem Steel 5% notes, due 1919, 
provides that they be redeemed in cash. Of 
course, there are times when a company can- 
not meet such requirements on its maturing 
obligations, but we see no reason to doubt the 
ability of the Bethlehem Steel Corporation to 
make full cash payments when the notes come 
due. These notes are as safe as anything can 
be expected to be in the stock market. Other 
notes which we can recommend are Southern 
Railway 5s, General Electric 6s and Baltimore 
& Ohio 5s. 








Women Investors!—Wait 


D. G. W., Paterson, N. J.—Detroit United 
First Cons. 454% bonds cannot be rated with 
the highest grade investment issues, although 
they enjoy a front rank 
second grade issues and wi 


ponees among the 
1 doubtless improve 
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as time goes on, if the progress of the company 
in the past is any criterion as to its future 
growth. Still, we do not consider these bonds 
desirable for the permanent investment of the 
funds of a woman. 

In view of the very disturbed general mar- 
ket conditions and the serious potentialities in 
the war situation, we advise you to adopt a 
waiting attitude with the idea of investing only 
when a definitely favorable turn in the market 
takes place. 





Bonds Preferable to Long 
Term Issues 


A. R. D., Milwaukee, Wis.—The S. W. 
Strauss plan is entitled to very high recom- 
mendation because of the long established 
record of this firm. We regard the néw Rock- 
wood bonds, under the Strauss plan, as safe; 
but we do not consider an investment in them 
so desirable as in some of the convertible rail- 
road bonds or convertible public utility issues 
of established merit. Such issues as Southern 
Pacific Conv. 5s (89) Consolidated Gas, Elec- 
tric Light & Power of Baltimore Conv. 5s, 
selling on about a 6% basis, or some of the 
other higher grade issues mentioned in the 
article by Irving Gillis in the Nov. 10th issue 
of the MaGazineg, are more desirable. 


Convertible 





The Uneasiness of a Holder of Anglo- 
French 


T. M. B., Scranton, Pa—yYou are in error 
in concluding that “we are in the same boat 
with Great Britain and France, and if they are 
unable to meet their obligations, our own 
security will not be of much value.” The 
national debt of the United States is in far 
smaller ratio to the income and wealth of this 
country than the. national debt of Great 
Britain or France. Otherwise it would not 
be possible for this Government to sell its 
bonds at a so much relatively higher price 
than Great Britain or France. Our economic 
and: political position is much more secure 
than that of either of the countries mentioned. 
We do not consider it probable that the 
Angle-French bonds will be repudiated, or 
that the governments of Great Britain and 
France will not be able to meet this obligation 
at maturity. The question for a holder of 
these bonds to decide is, whether or not he 
wishes to hold them in face of a possible 
further depreciation in market value and 
against possible serious reverses in the war 
theatre. If you desire to be free from 
worry on these points, we advise you to sell 
the bonds and place the proceeds in Liberty 
Bonds, or high-grade short-term corporation 
notes; or, hold the money in hand for rein- 
vestment in high-grade domestic bonds or 
preferred stocks, at a time when market con- 
ditions become more settled and the outlook 


more reassuring. 





























PUBLIC UTILITIES 








Brooklyn Union—Consolidated Gas of 


Baltimore 


Present Conditions Are Affecting Them Differently—Brook- 
lyn Union Hard Hit—Consolidated Gas of Baltimore 
Showing Largest Net Earnings in Its History 





By FREDERICK LEWIS 





HE troubles of the gas companies 

during these war times have been 

a subject of interest to many in- 

vestors the past year. People’s 

Gas of Chicago and Consolidated 

Gas of New York, the two largest gas com- 

panies, bave already been analyzed by “THE 

MAGAZINE OF WALL STREET, and the 

reasons for the violent decline in their 
securities have been shown. 

Two other important gas companies, 
whose stocks are listed on the New York 
Stock Exchange, are Brooklyn Union Gas 
and Consolidated Gas, Electric Light & 
Power of Baltimore. While both these con- 
cerns are in the samé line of business, a 
comparison of their earning power and 
prospects while the war lasts shows a strik- 
ing difference. 

Graph I gives the relative capitalization 
of the two companies and Graph II a 
comparison of their gross and net earnings 
for several years past. It will be noted 
that while Consolidated of Baltimore has 
shown a steady increase in net, Brooklyn 
Gas. has shown a declining tendency. 


Brooklyn Union Gas 

This, company owns six water gas pro- 
ducing plants, having an average daily ca- 
pacity of 74,100,000 cubic feet, and 27 gas 
holders with a total capacity of 31,057,000 
cubic feet. There are fifteen distributing 
stations and about 1,015 miles of gas 
mains. Its principal subsidiary companies 
are Flatbush Gas Co., Jamaica Gas Light 
Co., Newton Gas Co., Richmond Hill & 
Queens County Gas Light Co. and Wood- 
haven Gas Light Co. 
- Brooklyn Union Gas has been a fairly 
steady dividend payer for the past twenty 
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years. From 1896 to 1900, inclusive, 6 
per cent was paid each year on the stock; 
1901 to 1903, inclusive, 8 per cent; 1904, 
9% per cent; 1905, 8 per cent; 1906, 3 
per cent; 1907, nothing; 1908, 5% per 
cent; 1909 to 1911, inclusive, 6 per cent; 
1912 to 1917, inclusive, 8 per cent. The 
dividends the past six years have been 
paid 1% per cent each quarter, with extra 
dividends of 1 per cent on January 1 and 
July 1. The extra dividend of 1 per 


GRAPH I 


CAPITALIZATION OF: 
Consol.Gas of Baltimore. Brooklyn Union Gas. 
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cent, which was due to be paid January 1, 
1918, has been omitted, so that the stock 
should now be regarded as on a 6 per cent 
basis. 























Poor Earnings 
The last annual report of the company, 
covering the year ended December 31, 1916, 
shows that the dividend of 8 per cent, paid 
out in that year, was not earned. Net in- 
come was $1,388,916, and the 8 per cent 
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dividend called for $1,440,000, having a 
deficit of $51,084. This compares with a 
surplus of $277,059 the previous year. 
The most interesting point in regard to 
this report is the fact that the poor show- 
ing was made in the face of the greatest 
gross earnings in the history of the com- 
pany, gross being $11,353,594, an increase 
of $623,836 over the preceding year. Oper- 
ating expenses and taxes increased $960,- 
200, of which increased taxes accoufited 
for $263,052. The cost of manufacturing 
and distributing gas was so much greater 
in 1916 that 1,000 cubic feet of gas cost 


a poorer showing than the 1916 report. In 
fact, indications are that the present divi- 
dend rate of 6 per cent will not be 
earned. Until the war is over and materials 
go back to a more normal price level, there 
is little possibility of the company being able 
to reduce operating expenses. The only 
hope is that the Public Service Commission 
will allow some increase in the rate for gas. 
At the present time the P. S. C. is endeavor- 
ing to change the gas standard from a light 
unit of 22 candlepower to a heat unit (650 
B.t.u.), but the change on these terms is 
regarded by the gas companies as entirely 
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the company 76.40 cents, against 72.28 
cents in 1915. The increased cost of water 
gas oil was the main factor in this in- 
crease. The company uses approximately 
56,500,000 gallons. It is estimated that the 
company had to pay from one to two cents 
more a gallon in 1917. Other materials were 
also undoubtedly purchased at considerably 
higher prices, such as anthracite, of which 
259,524 tons were used in 1916, and tar, 
of which 9,826,637 gallons were used in 


1916. 
Outlook Unfavorable 


| Under these circumstances there is little 
question but that the 1917 report will make 
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unsatisfactory, and President Cortelyou of 
the Consolidated Gas Co. has asked for a 
rehearing. 

In the past Brooklyn Union Gas has not 
shown an earning power much in excess 
of its dividends, In 1916, 7.72 per cent 
was earned on the stock; in 1915, 9.54 per 
cent; in 1914, 7.20 per cent; in 1913, 5.42 
per cent; in 1912, 9.19 per cent; in 1911, 
9.95 per cert, and in 1910, 9.88 per cent. 
It has not, therefore, been in a position to 
meet unfavorable conditions and maintain 
its dividend of 8 per cent, and present: un- 
favorable factors undoubtedly «jéopatdize, 
its present dividend of 6 per cent. » While 
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the financial condition of the company is 
good, it is by no means strong enough to 
warrant the company paying out in divi- 
dends more than it is earning. 


Consolidated Gas of Baltimore 


This company is engaged in the dis- 
tribution of gas, electric light and power 
in the city of Baltimore and vicinity. In 
1910 the company entered into a contract 
with the Pennsylvania Water & Power Co. 
for a period of ten years, subject to re- 
newal for additional ten-year periods. Be- 
cause of this contract Consolidated Gas 
controls the entire water power supply of 
the Pennsylvania Water Power Co. in Bal- 
timore and vicinity, except a small amount 
reserved for the local traction company. 

The company also has a contract for a 
term of years with the Maryland Steel Co. 
(now the Bethlehem Steel Co.) at Sparrows 
Point, for a controlling amount of coke oven 
gas at a reasonable price. The coke ovens 








BROOKLYN UNION GAS—CONSOLIDATED 
GAS OF BALTIMORE 


High and Low Prices of Stocks 


Brooklyn Consolidated Gas 
Union Gas of Baltimore 

High Low High Low 
1906.... 178 105% 41% 35 

1907.... 125 80 35 33% 
1908.... 152% 85 , 34 20 
1909.... 164% 118 48 30 
1910.... 164% 125 65 46 
1911 148% 129 95% 64 
1912 149 137% 117 96 
|) ES 127% 120 120 101 

1914.... 130 118 108% 102% 

1915.... 138% 118 116 102% 
1916.... 133% 126 125% 107 

1917.... 129 89 127 92% 








are being more than doubled in capacity, 
with a like increase in gas output, which 
will be ample to supply company’s needs for 
some years to come. 


Favorable Contracts 


These contracts place Consolidated Gas 
of Baltimore in an entirely different posi- 
tion from the one in which Brooklyn Union 
Gas finds itself. While the former has felt 
the increased cost of materials to a certain 
extent, its contracts have prevented any 
really serious increase in operating costs. 
Increased business has more than taken 


care of the slight rise in operating expenses. 
The company’s fiscal year ends June 3, and 
the last report covering the 12 menths 
ended June 30, 1917, showed an increase in 
gross of $1,117,076, and an increase in et 
income of $342,787, making 15.02 per cent 
earned on the common stock, as against 
13.89 per cent earned the previous year. 

Since the close of the last fiscal year nt 
earnings have continued to show improve- 
ment. For the four months ended October 
31, 1917, net was $160,231 ahead of the 
same period of the previous year, which is 
an increase of 13.57 per. cent. A glance 
at Graphic II will show what a really 
splendid record this company has for con- 
sistent growth. ‘There has never been a 
year since the present company was in ex- 
istence that it did not show a very sub- 
stantial increase in earnings over every pre- 
ceding year. 


Dividend Record 


Since 1907 Consolidated Gas of Balti- 
more has put nearly $6,000,000 back into 
the property from earnings and has brought 
its plants up to a high state of efficiency. 

The dividend record of the common 
stock has been as follows: 1910, 4 per 
cent; 1911, 434 per cent; 1912, 5 per cent; 
1913, 534 per cent; 1914, 6% per cent; 
1915 and 1916, 7 per cent per annum; 
1917, 734 per cent. Stock is now on an 
8 per cent basis. The company has a float- 
ing debt of about $1,500,000, and for this 
reason there may not be any further in- 
crease in the dividend rate from the present 


“8 per cent during the next year or so, in 


spite of the fact that it is being earned twice 
over. 


Position of Stocks 


Both Brooklyn Union Gas and Consoli- 
dated Gas of Baltimore stocks are very in- 
active. At the present time the former 
is quoted in the eighties and the latter in 
the nineties. With Brooklyn Union only 
paying 6 per cent and not earning that, it 
appears entirely unreasonable that the stock 
should command a price only ten points 
under Consolidated Gas of Baltimore, which 
is paying 8 per cent, and earning twice that. 
The prospects of the latter company are 
much better also. A switch from Brooklyn 
Union into Consolidated Gas of Baltimore 
should prove profitable. 
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Public Utility Notes 


These notes are a record of recent price-affecting FACTORS, and are not to be regarded as 
: RECOMMENDATIONS, to purchase or sell. 











AM. TELEPHONE & TELEGRAPH— 

i 12% After Taxes.—To those who 

understand the situation the safety of div- 

idend never seemed greater than in the 
closing part of 1917. 

Earning 12% to 13% on its $430,000,000 
capital stock. After excess profits tax, 
which will not exceed $800,000, during 1916 
company acquired $6,155,000 of its own 
notes, leaving $15,455,000 outstanding on 
Dec. 31, 1916. These have since heen bought 
in and cancelled, so that the parent com- 
pany itself has no maturities on Feb. 1, 


BAY STATE RAILWAY—Receivership 
At Last—Receivership marks the final 
chapter in a long fight against odds waged 
by the Massachusetts Electric Co.’s system. 

It is understood that no immediate at- 
tempt will be made to devise a re-organi- 
zation plan for the Massachusetts Electric 
system. It would take $3,000,000 cash to 
clean up the Bay State situation. 


B. R. T.—75% Overload “Good Service” — 
Testifying before Public Service Commis- 
sion on the application of the B. R. T. for 
the abrogation of the commission’s man- 
date that the company purchase 250 addition- 
al cars for the Brooklyn service, William 
Siebert, superintendent of surface lines of 
the B. R. T., said the company considered 
it was giving good service when the- cars 
are overloaded to the extent of 50% or 
75% of their seating capacity. 


BKLYN. UNION—(See Special Article) 
CHICAGO ELEVATED—Earnings In- 


creased—Net income $1,367,020 for year 
ended June 30, 1917, is equivalent to $3.76 
a share earned on $36,292,500 combined 


capital stock, as compared with $3.48 a share 
the previous year. 


CHICAGO TELEPHONE—War Burdens 
—Dividends Secure—Pres. Runny, states: 
“We are taking the situation philosophically 
and have no misgivings. Burdensome condi- 
tions are felt by all utility corporations but 
the telephone company is faring better. Cost 
of labor and materials forms a much larger 


proportion of our operating expenses than 
of those of others. e labor item is high 
and we are not going to cut it. 


“Material also is high because of neces- 
sity for carrying out work planned before 
war conditions arose, but the company’s 
dividends are secure. We have a comfort- 
able reserve, which would carry us along 
for quite a while, in case it should be 
necessary to draw upon it; physically also 


th rt ill be kept up. 

By is constantly extended 
could not 
getting under way. This 


t 
with the finishing of work which 
be dropped, after 
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will place us in a position when times are 
more favorable to reap larger benefits.” 


CONSOLIDATED GAS, N. Y.—Illumin- 
ating Gas for Autos.—Experiments being 
made for propulsion of automobiles by arti- 
ficial gas are considered of great importance, 
in view of the heavy drain being made on 
the reserve supplies of gasoline since the 
demand occasioned by the war has exceeded 
production. 

While the use of artificial gas for auto- 
mobiles is a common practice in the British 
Isles, the experiments of the company are 
new to the United States. 


CONSOLIDATED GAS (of 
(See Special Article) 


DETROIT UNITED—Low Fare Agree- 
ment Cancelled—This company Dec. 3 an- 
nounces cancellation of low-fare agreement 
with the City of Detroit, substituting there- 
for a cash fare of 5 cents on all lines not 
operated under the “eight-tickets-for-a- 
quarter” franchise. 

In a letter to Mayor Marx of Detroit, 
Pres. Brooks stated that the existing rates 
of fares did not yield sufficient income to 
meet ordinary operating expenses. “Every- 
thing costs more,” said Mr. Brooks, “in- 
cluding labor. Labor costs the D. U. R 
an average of 40% more than at the same 
period a year ago. We have raised the car- 
men’s wages four times in the last year. 
Our total earnings are $3,500 a day less 
now than they were a year ago. The- situ- 
ation is growing worse day by day. 

The new rates, it is estimated will in- 
crease revenues about $1,250,000 a year, or 
about $3,500 a day. 


INTERBOROUGH R. T. “Hidden” As- 
sets?—Preferential Earnings—Recovery in 
I. R. T. bonds was to a large extent pre- 
dicted’ on steady increase in passenger 
trafic. Also the realization that compa 
has resources which had been given scan 
attention heretofore. 

They consist of Interborough equity in 
the R. T. Subway Construction Co., and the 
potential revenues which would accrue to 
the Interborough were it allowed to sell its 
surplus light and power to the municipality 
ahd private consumers. 

Subway Construction has surplus of about 
$6,000,000. Capital stock of $6,000,000 is 
owned by I. R. T. The former’s work is 
practically finished except for some extra 
work it is doing for N. Y. City. It is 
pointed out that since there is little use for 
the $6,000,000 surplus, this might be turned 
over to Interborough in the form of a div- 
idend, bringing latter’s surplus up to around 
$23,000,000. 
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Public Utility Notes 


These notes are a record of recent price-affecting FACTORS, and are not to be regarded as 


RECOMMENDATIONS, to purchase or sell. 





AM. TELEPHONE & TELEGRAPH— 
Earning 12% After Taxes—To those who 
understand the situation the safety of div- 
idend never seemed greater than in the 
closing part of 1917. 

Earning 12% to 13% on its $430,000,000 
capital stock. After excess profits tax, 
which will not exceed $800,000, during 1916 
company acquired $6,155,000 of its own 
notes, leaving $15,455,000 outstanding on 
Dec. 31, 1916. These have since been bought 
in and cancelled, so that the parent com- 
pany itself has no maturities on Feb. 1, 


BAY STATE RAILWAY—Receivership 
At Last—Receivership marks the final 
chapter in a long fight against odds waged 
by the Massachusetts Electric Co.’s system. 

It is understood that no immediate at- 
tempt will be made to devise a re-organi- 
zation plan for the Massachusetts Electric 
system. It would take $3,000,000 cash to 
clean up the Bay State situation. 


B. R. T.—75% Overload “Good Service”— 
Testifying before Public Service Commis- 
sion on the application of the B. R. T. for 
the abrogation of the commission’s man- 
date that the company purchase 250 addition- 
al cars for the Brooklyn service, William 
Siebert, superintendent of surface lines of 
the B. R. T., said the company considered 
it was giving good service when the cars 
are overloaded to the extent of 50% or 
75% of their seating capacity. 


BKLYN. UNION—(See Special Article) 


CHICAGO ELEVATED—Earnings In- 
creased—Net income $1,367,020 for year 
ended June 30, 1917, is equivalent to $3.76 
a share earned on $36,292,500 combined 
capital stock, as compared with $3.48 a share 
the previous year. 


CHICAGO TELEPHONE—War Burdens 
—Dividends Secure—Pres. Runny, states: 
“We are taking the situation philosophically 
and have no misgivings. Burdensome condi- 
tions are felt by all utility corporations but 
the telephone company is faring better. Cost 

‘ of labor and materials forms a much larger 
proportion of our operating expenses than 
of those of others. The labor item is high 
and we are not going to cut it. 

“Material also is high because of neces- 
sity for carrying out work planned before 
war conditions arose, but the company’s 
dividends are secure. We have a comfort- 
able reserve, which would carry us along 
for quite a while, in case it should be 
necessary to draw upon it; physically also 
the property will be kept up. 

“Our service is being constantly extended 
with the finishing of work which could not 
be dropped, after getting under way. This 
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will place us in a position when times are 
more favorable to reap larger benefits.” 


CONSOLIDATED GAS, N. Y.—Illumin- 
ating Gas for Autos.—Experiments being 
made for propulsion of automobiles by arti- 
ficial gas are considered of great importance, 
in view of the heavy drain being made on 
the reserve supplies of gasoline since the 
demand occasioned by the war has exceeded 
production. 

While the use of artificial gas for auto- 
mobiles is a common practice in the British 
Isles, the experiments of the company are 
new to the United States. 


CONSOLIDATED GAS (of Balt.)— 
(See Special Article) 


DETROIT UNITED—Low Fare Agree- 
ment Cancelled—This company Dec. 3 an- 
nounces cancellation of low-fare agreement 
with the City of Detroit, substituting there- 
for a cash fare of 5 cents on all lines not 
operated under the “eight-tickets-for-a- 
quarter” franchise. 7 

In a letter to Mayor Marx of Detroit, 
Pres. Brooks stated that the existing rates 
of fares did not yield sufficient income to 
meet ordinary operating expenses. “Every- 
thing costs more,” said Mr. Brooks, “in- 
cluding labor. Labor costs the D. U. R. 
an average of 40% more than at the same 
period a year ago. We have raised the car- 
men’s wages four times in the last year. 
Our total earnings are $3,500 a day less 
now than they were a year ago. The situ- 
ation is growing worse day by day. 

The new rates, it is estimated will in- 
crease revenues about $1,250,000 a year, or 
about $3,500 a day. 


INTERBOROUGH R. T. “Hidden” As- 
sets?—Preferential Earnings—Recovery in 
I. R. T. bonds was to a large extent pre- 
dicted on steady increase in passenger 
traffic. Also the realization that company 
has resources which had been given scant 
attention heretofore. ; 

They consist of Interborough equity in 
the R. T. Subway Construction Co., and the 
potential revenues which would accrue to 
the Interborough were it allowed to sell its 
surplus light and power to the municipality 
and private consumers. 

Subway Construction has surplus of about 
$6,000,000. Capital stock of $6,000,000 is 
owned by I. R. T. The former’s work is 
practically finished except for some extra 
work it is doing for N. City. It is 
pointed out that since there is little use for 
the $6,000,000 surplus, this might be turned 
over to Interborough in the form of a div- 
idend, bringing latter’s surplus up to around 
$23,000,000. 















Public Utility Inquiries 





War’s Effect on Public Utility Stocks 

N. R. S., Providence, R. I—Central States 
Electric Corporation is a_holding company 
which has acquired over 75% of the entire 
common stock of the Cleveland Electric Illum- 
inating Company. The latter company serves 
a total population of approximately 800,000 
and supplies electric light and power to the 
City of Cleveland and the adjoining towns, 
covering an area of 75 square miles. While 
it is true that the Central. States Electric 
Corporation has not issued an income account 
or other reports, a good line can be obtained 
on the stock by an examination of the op- 
erations of the Cleveland Electric Illuminat- 
ing Company. That company has paid divi- 
dends of 6% on its stock for the last ten years 
at least and has earned a very large margin 
over those dividends every year. The per- 
centage of the balance available for dividends 
on the Cleveland Electric Illuminating com- 
mon stock accruing to the Central States 
Electric Corporation through its control of 
that stock has been as follows: 


The company, like all other public utility 
companies, is struggling now under the bur- 
den of very high operating costs. Although 
the operating company has been allowed to 
increase its rates, it is doubtful whether the 
advances fully offset increased costs. Earn- 
ings are showing up fairly satisfactorily, now, 
but there is not much encouragement for the 
hope that dividends will be inaugurated on 
the common stock any time in the near future. 
The stock has speculative possibilities for a 
long pull, but generally speaking, we are not 
advising the holding of non-dividend paying 
securities of this class now when market 
conditions generally are uncertain and when 
the effect of a long war on the public utility 
stocks may be quite depressing. 


Nor. States Power for the Long Pull 

J. A. D., Knoxville, Tenn.—Northern States 
is not seasoned as a permanent dividend payer. 
Between 1910 and 1915 the common paid no 
dividends ; 3% was paid in 1916; and in 1917 
it was placed upon a 7% basis. The outlook 
is not favorable, and the permanency of the 
7% rate must be regarded with doubt. It is 
stated that for 1916, over 16% was earned, 
but these earnings must be considered ab- 
normal, and based on a smaller outstanding 
capitalization. Indicated earnings for current 
year are around 12.83%. At last reports com- 
pany showed earnings for twelve months to 


August, 1917, $6,776,045 against $5,744,706 
for 1916, and net $3,576,040 against $3,201,296 
for 1916. There was an increase in capital 
in May, 1917, of $1,500,000, new preferred. 
The low price of the stock might be due to 
the fear that new financing in the near future 
is probable. 

The long range outlook for the common 
stock is bright, and because the company is 
largely a hydro-electric enterprise, it is not af- 
fected to the degree that other public utility 
companies have been, by high operating costs, 
chiefly due to very high fuel costs. It is 
not improbable that the stock will sell lower 
but if you are prepared to assume this risk, 
recommend that you hold your stock. 


Commonwealth Power Securities’ Position 

E. D. F., Springfield, Mass.—Commonwealth 
Power, Railway & Light securities have de- 
clined very largely in sympathy with the 
general depression in utility issues. The com- 
pany has, however, shown rather important 
decreases in earnings due to the effect of 
higher material and labor costs. Despite this, 
the margin over the common dividend is still 
fairly satisfactory and we do not think you 
need to have any apprehension as to its be- 
ing cut in the immediate future at least. Of 
course, if the extraordinary conditions under 
which the public utility companies are labor- 
ing, are prolonged or aggravated, there is 
danger that a number of them will have to re- 
duce their dividends. 

In the opinion of those in touch with the 
company’s operating conditions, it is believed 
that the apex on mounting operating charges 
has been reached, and hereafter the company 
will be in a stronger operating condition. This 
is in line with the suggestion conveyed in 
your letter, with which we are inclined to 
agree. 

Commonwealth common stock has dis- 
counted a great deal that is unfavorable and 
you would be unwise to sacrifice your stock 
now. 


Phila. Co. Pfd. a Good Investment 

C. P. W., Duluth, Minn—We cannot im- 
prove on your analysis of the Philadelphia 
Company preferred stock except to say that 
public utility companies are in a less favorable 
position under war conditions than most in- 
dustrial concerns, and these conditions are 
likely to be aggravated if the war continues. 
Public utility stocks in England have declined 
steadily since the outbreak of the war. How- 
ever, that does not detract enough from the 
strength of the Philadelphia Companv pre- 
ferred stock to cause us to regard it unfavor- 
ably. We believe it a very good investment 








NOTICE 
THE MAGAZINE OF WALL STREET has taken over the subscription list of Financial 


Facts, which has discontinued publication. 
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Three Oil Companies 


Cosden & Co. and Pierce Oil Corporation— Numerous 
Points in Common Make Interesting Comparison— 
Borne-Scrymser the Least Known Standard 

Oil Company 





By WILL D. BREEN 





IERCE Oil Corporation usually is 
classified as a Standard Oil com- 
pany. It is hardly such now. 
There was a time when the rela- 
tions of Henry Clay Pierce and 

Standard Oil appeared to be close, but 
following litigation in Texas a few years 
ago, the Pierce company apparently has es- 
tablished a position independent of Stand- 
ard Oil. 

In one particular Pierce Oil and Cosden 
are similar. Both have found it necessary 
to get Wall. Street aid in their financial 
operations. Pierce Oil notes were under- 
written by two Wall Street firms—Hayden, 
Stone & Co. and Ladenburg, Thalmann & 
Co. Cosden & Co. has done its financing 
through offering new stock to shareholders, 
underwritten by MHallgarten & Co., and 
others. 

They again are similar in the nature of 
the operations, both completely encircling 
the oil industry, having producing prop- 
erties, refineries, pipe line transportation 
systems and marketing facilities. 


Pierce Oil’; Working Capital 


Pierce Oil is a valuable property. Its 
main trouble heretofore has been lack of 
working capital. Its position has become 


Fordyce Oil Association earned: net profits, 
after interest, of $2,225,000, compared with 
$2,038,000 in the corresponding period of 
1916. On the basis of the consolidation 
of the Pierce Fordyce Oil Association into 
Pierce Oil Corporation there would be out- 
standing 720,000 shares of Pierce Oil stock, 
par value of which is $25. Consequently 
net for the first nine months would be equal 
to an annual rate of $4.12 a share. 

Absorption of the Pierce Fordyce Oil 
Association by the Pierce Oil Corporation 
was made possible by the act of the Texas 
Legislature, passed last March. This law 
enables the Pierce Oil Corp. to take over 
the Pierce-Fordyce organization, which 
handles the Pierce interests in Texas. The 
result of that law practically is the re- 
entry of Pierce into Texas. As a result 
$1,000,000 is being spent on a pipe line 
from the Healdton field to the Fort Worth 
refinery. 

The Pierce interests operate rfive refin- 
eries, two of which are in Mexico. They 
are located at Fort Worth, Texas City, 
Tulsa and Tampico and Vera Cruz, Mex- 
ico. ‘The combined capacity of these re- 
fineries is 26,000 barrels a day. 

One hundred and twenty thousand acres 
of oil land are owned by the company in 








TABLE I—PIERCE OIL EARNINGS 


Pierce Oil Corp. net trading profit 

Pierce Fordyce Oil Assn. net trading profit 
Total net 

Total interest 

Net to surplus 


*Decrease. 


Total first 
nine mos., 1916 
$1,724,427 
986,769 
2,711,197 
673,100 
2,038,096 


Total first 


nine mos., 1917 
$2,364,853 


Increase 


$640,425 
*366,672 








better in this respect in the last few years 
as a result of the prosperity in the oil busi- 

ness. 
During the first nine months -of this 
year Pierce Oil Corporation and Pierce- 
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Oklahoma, Arkansas and Mexico. More 
than 1,100 marketing stations are main- 
tained, through which the Pierce products 
are distributed in more than 17,000 cities 
and towns. 
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Its Mexican properties add to the poten- 
tialities of this company. Notwithstanding 
troubled conditions in Mexico in the last 
several years, Pierce has been able to main- 
tain its organization there. These proper- 
ties have been carried on the books of the 
company at only a nominal price. Pierce’s 
prospects in Mexico are relatively as good 
as those of other companies there, and 
when conditions become normal south of 
the Rio Grande, Pierce property in Mexico, 
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$4,000,000 debenture 6’s outstanding, ac- 
cording to the last annual report. There 
were $17,000,000 of these and were due 
1950 to 1960. Union Tank Line, the 
Standard Oil tank car company, a short 
while ago issued $7,500,000 5 per cent 
notes, due serially from 1918 to 1920. 
From the point of view of net earn ngs to 
selling price, there is little to choose for 
Pierce’s earnings of $4.12 a share approxi- 
mate 50 per cent of its present sell:ng price. 








Table I1—Production and consumption of crude oil in this country and the serious drain 
on surplus supplies as shown by stocks. Figures compiled by John D. Northrop, of the 
United States Geological Survey. 

1916 

Month 


Stocks at end 
of month 
185,899,792 
187,965,265 
189,572,538 
189,340,901 
188,560,563 
189,157,324 
188,133,353 
189,283,766 
186,162,202 
182,673,339 
181,005,621 
177,867,950 
174,028,351 
174,028,351 
182,673,339 


Apparent 
consumption 


Quantity 
marketed 


23,181,022 
22,733,550 
25,523,666 
24,024,447 
26,015,713 
25,539,611 
25,379,700 
25,206,566 
25,261,174 
26,747,529 
25,301,138 
25,853,042 


21,115,549 
21,126,277 
25,755,303 
24,804,985 
25,418,752 
26,563,582 
24,229,287 
28,328,130 
28,750,037 
28,215,247 
28,438,809 
29,692,641 
312,438,599 
226,091,902 


300,767,158 
222,865,449 


Quantity 
marketed 


Total, 12 months 
Total, 9 months 


Stocks at end 


Apparent 
of month 


consumption 


28,056,000 173,403,000 
172,903,000 
172,013,000 
171,644,000 
170,606,000 
169,498,000 
167,977,000 
165,631,000 
164,249,000 


264,072,000 164,249,000 








it is believed, will be shown to have much 
value. 

Cosden and Pierce have still another 
point on which they are a good deal alike. 
Cosden has an issue of 15-year 6 per cent 
bonds, aggregating $11,117,000. Pierce 
has an issue of 10-year 6 per cent notes, 
$12,000,000 outstanding. Independent oil 
companies have been compelled to finance 
through bonds and notes to a much greater 
_extent than Standard Oil. There are only 
one or two instances of a Standard Oil 
bond or note. Prairie Oil & Gas has 


At its present rate of earnings Cosden 
stands to earn about $3 a share this year, 
compared with a selling price of around 
6%. 

Cosden’s New Stock 


Following the merger of Cosden & Co. 
and Cosden Oil & Gas Co. in July last, the 
new corporation, also known as Cosden & 
Co., offered 635,000 additional shares of 
common stock to shareholders for subscrip- 
tion at $10 a share. This financial transac- 
tion proved unpopular with stockholders, 
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and partly for this reason and partly due 
to general security market conditions the 
price of the stock has declined steadily te 
its present price of around $6 a share. 

The dissatisfaction of stockholders over 
the method of financing chosen by the man- 
agement does not appear to have been 
wholly justified by subsequent general con- 
ditions, as it now appears that the com- 
pany probably could not have carried 
through financing on so favorable a basis 
at any time since. 

When criticism has been made as to the 


largest in the midcontinent field. It can 
handle 40,000 barrels of crude oil a day 
when it is operated as a skimming plant, 
that is extracting gasoline only. When the 
plant is refining crude oil down to all its 
by-products 20,000 barrels a day can be 
handled. 

Cosden & Co. is earning more than $1,- 
000,000 a month net after all expenses, in- 
cluding part depreciation and taxes, ex- 
cept excess profits tax. For the nine months 
ended September 30, last, surplus amounts 
to $7,430,000. 








Table I1I—Movement of petroleum from fields to refineries and stocks held in the various 
fields, as reported by the United States Geological Survey: 


CRUDE PETROLEUM DELIVERED TO REFINERS OR CONSUMERS 


Field 
Appalachian 
Lima-Indiana 
Illinois 
Oklahoma-Kansas 
Central and North Texas 
North Louisiana 
Gulf Coast 
Rocky Mountain 


eeeee eee eee eee eee eee eee 


October, 
1917 
2,505,650 
259,471 
1,357,581 
15,746,384 
882,371 
1,944,042 
1,716,542 
839,373 


September, 
1917 
1,900,751 
425,345 
923,021 
13,896,479 
758,633 
1,042,784 
2,378,866 
883,005 


22,208,884 


October, 
1916 
1,481,798 
515,804 
1,732,105 
11,901,846 
1,083,505 
870,940 
1,628,836 
579,958 





25,251,414 19,794,792 


STOCKS OF CRUDE PETROLEUM AT END OF MONTH 


Appalachian 
Lima-Indiana 

Illinois 

Oklahoma-Kansas 

Central and North Texas 
North Louisiana 

Gulf Coast 

Rocky Mountain 


October, 
1917 
4,097,888 
2,088,391 
4,180,298 
98,634,636 


September, 
1917 
4,436,704 
2,049,356 
4,226,325 
101,169,333 
3,249,945 
3,444,898 
9,356,979 
567,548 
128,501,088 


124,697,544 130,429,736 


NOTE.—Statistics of petroleum movement in California are not included in this tabulation 
because of delays incident to procuring first-hand data. 








judgment of the company as to the way 
this financing was put through, and when 
it is suggested that perhaps it would have 
been more expedient for the company to 
have considerably lowered its dividend pay- 
ment when the new corporation was organ- 
ized, about all the unfavorable features in 
connection with its affairs have been set 
forth. 

From the point of view of physical prop- 
erty there is nothing but praise for the 
company. Its plant at Tulsa is regarded 
as good as any in the country. It is the 


With $3,500,000 preferred stock and 
about $16,000,000 common, an earning 
power of more than $1,000,000 net a month 
under normal conditions would make a 
stock selling about $6 a share look attrac- 
tive. : 

Cosden & Co. duplicates the more suc- 
cessful of the Standard Oil companies in 
organization. That is, it owns producing 
properties, transportation, refining and 
marketing facilities. 

At times there has been some question 
as to Cosden’s supplies of crude oil. There 








————— 
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appears to be little groynd for this appre- 
hension. The company controls leases on 
300,000 acres in the. midcontinent field. 
The midcontinent” field is the amazement 
of the oil world at present. It is producing 
more than 400,000 barrels of crude oil 
daily, or more than 40 per cent of the total 
production in the country, which is at the 
rate of 1,000,000 barrels a day. 

Cosden’s_ daily, production averages 
about 15,000 barrels. .-In addition, it is 
assured of crude supplies through con- 
tracts with other producers. It has 2,500,- 
000 barrels in tankage-——————— 

Methods which gireved):so-profitable to 
Standard Oil have been followed in® the 
transportation, refming and marketing oper- 
ations. A pipe line,system of,.250, miles 
in length carries the crude production to 
the company’s refineries. The company is 
spending $3,500,000:on the installation of 


lations with Standard Oil have been 
friendly. It has not “fought” Standard, 
but on the other hand has given the appear- 
ance of harmonious operation for the best 
development of the oil industry. 


Borne-Scrymser 


Everybody who has the slightest interest 
in financial affairs knows of the Standard 
Oil Co. of New Jersey. It is the most 
widely known of the Standard Oil com- 
panies. 

But even in Wall Street there probably 
are very few who are aware of the least- 
known Standard Oil company. It is the 
Borne-Scrymser Company, and its inclusion 
in the Standard Oil price tables, as car- 
ried in all the leading newspapers, appears 
to be its only claim to publicity. 

It is an extremely close corporation in 
Which ‘there is a minimum of public owner- 





———— 
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TABLE IV—KARNING POWER AND CAPITALIZATION OF COSDEN & CO. 


Net earnings after all: tékdpenses, indludltiig part depreciation and rir 


taxes go excess: profit tax) 
Interest on 


Surplus 


Common stock: 
Preferred stock . 


Nine months 
ended Sept. 30 
$7,953,186 

516,534 


Month of 


"55,948 


$969,423 $7,436,651 


$15,973,285 
3,500,000 
11,117,500 





2.3} 





a new cracking system awhich, it is claimed, 
will increase the exffaction of gasoline to 
more than 50 per cent. 

Acquisition of a large interest in the 
Union Petroleum Co. several months ago 
greatly widened théuainarket for Cosden & 
Co.’s products. Union Petroleum maintains 
a large organization=for the conduct of 
foreign business, and as a result Cosden’s 
activities were broadéned. 

With its supply of crude.and with its 
refining capacity in shape Cosden & 
Co. is figured to takescare.of .itself under 
any conditions that overtake the oil in- 
dustry. In the last few:years the company 
has made a flattering record.so far as the 
oil business is concerned.;;Therehas been 
a suggestion of “too much..Wall Street” in 
its financial operations, but this has never 
been proved to the Sptisfaction of most 
persons. 

From all that 3 is - * Cosden’s re- 


ship or interest. It is capitalized at $200,- 
000, never has made public a financial 
statement and pays a $20 dividend every 
year. 

It is quoted around $400 a share, but 
its shareholders probably are not interested 
in the quotation. They perhaps represent 
the most conservative of investors, who 
know they are shareholders in a conserva- 
tive business. 

Borne-Scrymser is modestly engaged in 
the compounding and marketing of lubri- 
cating oils, which are sold in this country 
and Great Britain. 


Once a Refiner 


Originally the company owned a re- 
finery on New York harbor, but now its 
business is limited to the manufacture of 
greases and lubricating oils. When the 
Standard Oil segregation of companies went 
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one 


into operation Borne-Scrymser~became~arr 


independent refinery.;.,The;book value-.of 
this company’s stock’:was :carried» on the 


Standard Oil books’ 48" of? Déceniber' 31, 


1906, at. $284,774, -In° the eight-year 
period previous.to, 1906 average net. profits 
totaled $52,556, or at théeorate!of slightly 
more than 26.3 per cént ‘om the $200,000 
stock outstanding. Since that time the 
company’s profits have averaged . slightly 
more than 30 per cent per annum. As the 


company has paid 20 per cent regularly 
since the time it became an independent it 
is apparent that in the last decade its sur- 


: ale must-have -showna steady improve- 


mentd sbhe-esly:stividend reported prior to 
the dissolution awascene of 25 per cent paid 
in;;1906,. .At this writing the stock is 
quoted 425 -bid. and 450 asked. There is 
not) enough ‘available data on the company 
to“énable ‘one to defermine the exact in- 
vestment position of this issue. Certainly 
there is, nothing in the yield—4% per cent 
oma price. of 440—~to tempt the purchaser, 
but usually such yields in connection with 
the Standard Oil issues presage something 
more. in,.the, way: of.return than the fixed 
dividend. 











Oil Notes 


These notes are a record of recent price-affecting FACTORS, and are not to be regarded as 
RECOMMENDATIONS, to purchase or sell. 





BORNE-SCRYMSER—(See Special Ar- 
ticle) 

CITIES SERVICE— Acquisition of 
American Pipe Line—Company has com- 
pleted purchase of gas pipe lines, gas wells, 
etc, American Pipe Line Co. in central part 
of the Osage reservation in Kansas. New 
property will be operated in connection with 
the natural gas properties of the Empire Gas 
& Fuel Co. 


COSDEN & CO.—(See Special Article) 


FEDERAL OIL—Selling Contract—Fed- 
eral and Kentucky Petroleum Co. have en- 
tered into contracts to sell all oil produced 
from their properties in the Irvine field (Ken- 
tucky), above the amount being taken by the 
Cumberland Pipe Line Co. Throtgh this ar- 
rangement Federal Co. and Kentucky Petrol- 
eum will have the advantage of delivering im- 
mediately all of their production in that field. 
Deliveries under these contracts have already 
begun. 


NORTHERN PIPE LINE—Fifth East- 
ern Standard Oil Pipe Line Co. to Increase 
Dividends— Declaration of an extra dividend 
of $4 in addition to the regular semi-annual 
$5 makes the fifth of the eastern Standard Oil 
pipe lines to increase dividends in several 
months. The others are Buckeye Pipe Line, 
Cumberland Pipe Line, New ‘York Transit 
and Indiana Pipe Line. Northern Pipe Line 
was the one pipe line in the Standard group 
that did not reduce its dividend following the 
putting into effect of lower carrying rates in 
1914 subsequent to the decision of the Supreme 
Court of the United States making interstate 
pipe lines common carriers. The policy of the 
pipe line companies in declaring larger pay- 
ments to stockholders is due largely to the 
fact that this class of companies finds it un- 
necessary to maintain large surpluses. 


PIERCE OIL—Earning Around §$4.12— 
During first nine-months of 1917 Pierce Oil 
and Pierce-Fordyce-earned together a balance 
of net,,profits,,,after.interest of $2,225,818, 
against $2,038,096. in) the same period of 1916. 
This is an increase. of $187,722, a gain of about 
9%. On the basis.of.the consolidation of the 
Pierce-Fordyce. into..Pierce Oil there would 
be outstanding,.720,000 shares of Pierce Oil 
stock, par $25, On. this basis net of the first 
nine months.would; equal $3.09 a share. This 
is an annual.rate of $4.12. (See article) 

PRAIRIE OIL & GAS—Crude oil held in 
storage is estimated -to!be-worth from $75,- 
000,000 to $85,000,000;-of four or five times 
its capital stock issue}s:Qut of a total of 
more than 98,000,000 barrels of oil held in 
the midcontinent field, the Prairie Co. owns 
more than 35,000,000 #afrels. This oil is worth 
from $2 to $2.85 dbarrel. This holding of oil 
strengthens the, position of Prairie, which ‘is 
the Standard, Oj], prodticing and purchasing 
company in the Kapsas-Oklahoma field. As 
such, it holds_a position, in line with other 
big producing’companies, whose operations 
are being conducted under especially favorable 
conditions. Record high prices for crude oil 
and record production natufally work to their 
advantage. Record-high prices are being made 
at a time when production. is constantly in- 
creasing. In addition to its storage, company 
has a daily praduction-of about 22,000 barrels 
in the midcontinent, field, where it owns leases 
on approximately 100,000 acres. It is aggres- 
sively reaching out for other fields in order 
to get sufficient high grade oil supplies to meet 
demands, and has gone into the Wyoming 
field actively, joining the Ohio Oil, Carter 
Oil, Standard_of Indiana, Midwest Refining, 
Merritt, Texas Co., Royal Dutch and General 
Petroleum among others, there. In 1916 com- 
pany earned $88 a-share on its $18,000,000 
stock, compared. with $25 in 1915. 
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Mexican Petroleum’s Dependence on Politi- 
cal Developments 


H. E. T., Kansas City, Mo.—It is impossible 
to arrive at any accurate estimate of the book 
value of Mexican Petroleum. As you doubt- 
less know, the assets back of the stock consist 
largely of oil land holdings in Mexico. Vari- 
ous valuations have been placed on these hold- 
ings, and there is no question that they are 
immensely valuable, but it is out of the ques- 
tion to place a definite figure. 

The political side of the question is one that 
is just as hard to determine. One thing is 
certain, however, and that is that caution for- 
bids the Mexican Petroleum Company going 
in for the development of its properties on as 
large a scale now, as it would be warranted in 
doing were a stable government assured in 
Mexico. 

Mexican Petroleum has recently been placed 
on a 6% annual basis, in order that the hold- 
ing concern—the Pan-American-Petroleum & 
Transport Co.—might receive some income 
from its holdings of a total of 51% of the pre- 
ferred and common stocks. Since Mexican 
Petroleum is a highly speculative issue, whose 
immediate market movements depend so 
largely on political developments in Mexico, 
anyone who wishes to participate in the future 
development of the Tampico oil fields, we be- 
lieve can do so, with greater safety by buying 
Pan-American - Petroleum preferred stock, 
which pays dividend at the rate of 7% per 
annum, and is convertible into Mexican Petro- 
leum common stock at 115. This conversion 
privilege gives Pan-American Petroleum pre- 
ferred all the speculative features supposed to 
adhere to Mexican Petroleum common stock—. 
with much greater safety of principal. 


S. O. of New Jersey and S. O. of New York 
Compared 


N. J. S.. Dubuque, Ia—Standard Oil of 
New Jersey will doubtless be affected by any 
further general decline in investment securi- 
ties. Such a decline is entirely likely in view 
of the serious aspect of the war situation. 
However, we do not recommend the sacrifice 
of your stock at a large loss now, for if you 
hold it long enough we believe it will surely 
“come back.” In a word, it is not worth while 
running the risk of not being able to buy your 
stock materially lower. Rather, you should be 
prepared to buy more if the price breaks very 
much further. Standard Oil of New Jersey, 
as had been repeatedly set forth in our col- 
umns,-is a premier peace stock and at the 
same time is in a position to withstand the 
stress of war conditions and come out with 
flying colors. In short, there is no indication 
that intrinsic value will be seriously under- 
mined even with a continuance of unfavorable 
conditions for a long time yet. We believe 
that the stock is now selling below its intrinsic 
value. The flotation of another liberty loan 


may have a sentimental effect on the price of 
the stock, but the extent of its probable decline 


‘ from that cause should not be sufficient to 


warrant you in selling now. 

Standard Oil of New York is a different 
proposition, because the company is not as 
strongly buttressed in so many different direc- 
tions as the Standard Oil of New Jersey. 
Your arguments regarding the company’s po- 
sition are very Sound, but when all is said and 
done, the turn of political affairs in. the far 
East is a very uncertain factor. We believe 
that for the time being the merits of the stock 
should be judged almost altogether on the 
domestic and_European operations of the com- 
pany. Standard Oil of New York is a large 
exporter to Europe as well as to China. But, 
in comparison with other Standard Oil com- 
panies, its sphere of operations at this time is 
comparatively limited. The forced economy 
in the use of gasoline, of which the company 
is a large manufacturer, as a result of war 
conditions in this country, may have a serious 
effect on its business. Considered purely from 
the market standpoint, Standard Oil of New 
York is a more widely held issue than Stand- 
ard Oil of New Jersey, and for that reason is 
more susceptible to the effects of general mar- 
ket conditions. 

On the whole, we believe the outlook favors 
lower prices for the stock and since you are 
already a holder of Standard Oil of New Jer- 
sey, we suggest that you sell your Standard 
Oil of New York with the idea that you can 
buy it back cheaper or have funds for pur- 
chase of additional amount of Standard Oil of 
New Jersey. 


Midwest’s Peace Prospects 


W. A. B., Cleveland, Ohio—Midwest Re- 
fining is still selling comparatively high. The 
company undoubtedly has a good property 
and in time the stock may be worth consider- 
ably more money, but it is now selling at more 
than double its par value. With the prospect 
that profits will be reduced by taxation and 
curtailment of gasoline consumption and with 
the stock selling on a very, comparatively, high 
yield basis, the dividend is only $4 a year, we 
do not regard it as attractive and suggest that 
you sell with the idea of replacing your pur- 
chase at a lower price later on. 

The prospects of the company, with the 
closing of the war, should improve, but there 
are so many uncertainties as to the duration 
of the war, that none can foresee how much 
damage will be done before peace is declared 


“Cal.-Pete” Pfd. Still High 
A. W. E,, Lake Locust, 


Petroleum preferred is a stock of very specula- 
tive character which even now is selling above 
its intrinsic value. We therefore approve of 
your selling it and suggest that for the time be- 
ing you simply hold your funds in reserve. 
awaiting a favorable opportunity to buy. 
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Outlook for Four Silver Stocks 


The Vital Point to Consider in the Silver Companies—Nipis- 
sing, Kerr Lake, La’ Rose and Crown Reserve—Their 
Status and Outlook 





By BARNARD POWERS 





HEN Mr. Edward Brush, vice- 
president of the American Smelt- 
ing & Refining Co., the largest 
producer of silver in this coun- 
try, gave his views on the silver situation 
to this publication in February of the cur- 
rent year, with characteristic conservatism 
he asked to be excused from making a pre- 
diction on the future course of silver prices. 
He made it plain, however, that, in his 
judgment, the price of the precious white 
metal, was bound to continue high as long 
as the war lasted. 

Silver then was selling at 7734c. an 
ounce, the highest price since the war be- 
gan and since 1893. Since that time sil- 
ver has sold as high as 108%4c. officially, 
and 115c. unofficially. At this writing the 
price of silver is about 82%4c. an ounce, 
New York. 

Asked for an expression of opinion as 
to the immediate prospects for this metal, 
one of the best posted metal authorities in 
the country said to the writer: 

“Silver is not in any sense weak, not- 
withstanding that it has declined consider- 
ably from its record price for the year, and 
you may depend upon it that the metal is 
not. going down. In my judgment, it is a 
controlled market. The buyers (govern- 
ments) require a large amount of silver for 
coinage purposes, but they do not propose 
to send prices kiting in obtaining their re- 
quirements.” 


U. S. Silver Producers 


In normal times, the North American 
continent produces approximately 85 per 
cent. of the .entire world’s silver output. 
That is to say, of a production of approx- 
imately 220,000,000 ozs., the United States 
produces about 75,000,000 ozs. or 34% 
per cent., Mexico in normal times 70,000,- 
000 ozs. or 31.8 per cent., and Canada 
about 40,000,000 ozs. or 18.1 per cent. 

In Mexico and Canada there are plenty 
of simon-pure silver mines, but in this 
country by far the greater bulk of the prec- 


ious metal is produced in conjunction with 
other metals. The Anaconda group of 
mines, for instance, is the largest individual 
producer of silver in this country, with 
Butte and Superior, which is a zinc propo- 
sition, next. 

The following tabulation gives the six 
largest silver producers in the United States 
and Canada together with their 1916 out- 
put: 


UNITED STATES 


Am. Smelt. & Refining Co 
U. S. Smelt., Ref. & Mining 
Anaconda Copper 
Butte & Superior 
Tonopah Belmont Dev. Co 


Cal. & Arizona Mining 
CANADA 

Nipissing Mines Co 
Kerr Lake Mining 
Con. M. & S. Co. of Canada 
Coniagas Mines 
Temiskaming Mining 
McKinley-Darragh-Savage Mining.... *1,060,136 

#1915. ° 

The silver situation is more than ordi- 
narily interesting at present on account 
of high prices, imminence of Government 
price fixing and the talk of bi-metallism. 
The latter event, however, is hardly likely 
to crystallize into action. If Great Britain 
has been able to remain on a gold basis 
during three years of war, it is hardly likely 
that the U. S. will be obliged to resort to 
the double standard. 


The Most Important Point of All 


There is one point in connection with 
the silver companies which is more impor- 
tant than any which has been touched upon 
yet. Unfortunately the average investor 
pays scant heed to it but it is fundamen- 
tal. 

The simon-pure silver properties of this 
country and Canada do not possess large 
bodies of ore which are capable of being 
developed in advance, so that the life of the 
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properties may be determined with a fair 
degree of accuracy as in the case of the 
porphyry coppers. Nor do the silver veins 
“persist” to depth as in the case of the bet- 
ter grade vein coppers. 

The North American silver mine is an 
elusive proposition. As a rule, the ore is 
in thin streaks which may open into veri- 
table treasure houses or vanish to nothing. 
Sometimes it is in pockets or flat layers like 
the famous “silver sidewalk” of one of the 
Coeur d’Alene properties. Hence the pros- 
pects for continuance of the ore bodies, and 
the matter of ore reserves of the silver 
mines, are of prime importance. There is 
so little data of this sort obtainable even by 
the mine owners themselves, that, generally 
speaking, the silver stocks must be classed 
as speculations and not investments. 


Nipissing Mines Co., Ltd. 


Nipissing is the premier silver producer 
of Canada. Since its incorporation in Ca- 
nada in 1906 up to the end of 1916, the 
company produced 40,000,000 ozs. of sil- 
ver. Nipissing has shown perhaps as great 
a stability as any of the silver properties 
and has as good prospects for further de- 
velopment. Each year some mining expert 
foresees the end of Nipissing’s great pro- 
duction days, but each December 31 sees 
about as much or more ore developed than 
was on hand for the previous year. For 
instance, on Decgnber 31 last, Nipissing 
had estimated ore reserves containing 9,- 
153,139 ozs. of silver against 8,921,718 a 
year previous. 

Nipissing has 1,200,000 shares author- 
ized and outstanding, par $5. The com- 
pany’s dividend record is impressive: 


*Present rate, which does not include extra of 
5% paid September 29, nor extra of 5% pay- 
able December 31. 

Nipissing is reported to be earning un- 
usual profits this year. Its financial state- 
ment as of November 1 showed cash in 
bank and in Canadian Victory bonds, of 
$1,698,763, value of bullion in ore and 
transit, $201,354, and value of ore on hand 
and in process, $1,075,021, making total 


current assets of $2,975,139, compared with 
$2,150,555 December 31, 1916. 

On the other hand, there are some other 
important factors to be considered. There 
is the matter of taxation, that of a fixed 
Government price for silver, the problem 
of high-cost labor with low efficiency, in- 
creased cost of supplies, England’s embargo 
on quicksilver shipments and difficulties of 
transportation. So that all is not as rosy 
as the high price of silver would indicate. 


Figuring Nipissing’s Value 
Taking Nipissing’s last annual statement 
and accepting the surplus shown, we find 
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that the stock has a book value of about 
$2.50 per share. It has at least two years 
of ore in sight at the present rate of pro- 
duction, which, if this ore yields the present 
rate of profits, would add at least $3 to the 
book value. Making allowance for the in- 
creased book value for the current year, it 
would appear that the Nipissing’s present 
book value is not far from $6 per share. 
With a book value of $6 per share, the 
purchaser of Nipissing at 8% would be 
risking only $2.50 on the future of the com- 
pany. In view of the prospects for higher 
rather than lower silver prices, Nipissing’s 
excellent prospects for remaining in busi- 
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ness as a silver producer for some years 
to come and its past record of stability 
of earnings and dividend payments, it 
would seem that Nipissing presents good 
speculative prospects when the times comes 
market-wise to take the buying side. At 
8% the stock yields more than 17 per 
cent. on its 1917 dividend basis. As 
was stated earlier in this article, the 
silver stocks must all be considered at all 
times in a speculative rather than an in- 
vestment light and Nipissing is no excep- 
tion. 


Kerr Lake’s Outlook 


In August of the current year the stock- 
holders of the Kerr Lake Mining Co. of 
New York decided to become the Kerr Lake 
Mines, Ltd., of Ontario. The reason is not 
far to seek. The New York company, in- 
corporated in 1905, was merely a holding 
company for the Kerr Lake Mines Co., 
Ltd., an Ontario corporation, which owned 
and operated the 60 acres of Kerr Lake 
silver properties. By exchanging the New 


York stock for the stock of the Ontario 
company a considerable saving is effected 


through escaping double taxation, which, 
“though insignificant at first,” the letter to 
the stockholders stated, “has gradually be- 
come a great, constantly increasing and un- 
necessary financial burden.” 

Kerr Lake, that is the old company, had 
1,500,000 shares authorized and outstand- 
ing, par $5. Since incorporation, the com- 
pany has paid dividends as follows: 


During the last nine years aggregate 
earnings on the Kerr Lake Co. of New York 
have averaged $1.54 annually. 

The Kerr Lake property has a complex 
vein system of more than 30 distinct veins. 
On September 1 of the current year the ore 
reserves were estimated at 3,120,400 ozs., 
or more than a year’s reserves, on the basis 
of last year’s silver production of 2,549,852 
ozs. It will be perceived that the company 
is somewhat in the same class with Nipis- 
sing, although its prospects for new ore 


developments are not as good as the for- 
mer’s. 


Kerr Lake’s Prospects 


Kerr Lake at this writing is selling at 
about 4% per share. In the year ended 
August 31 last earnings were the equiv- 
alent of $2.36 pér share, which were by 
far the best in the company’s history. In 
spite of the number of vexatious factors 
in the situation, which were enumerated as 
applying to Nipissing but which apply 
equally to Kerr Lake, it would appear that 
the company should be able to maintain the 
present dollar dividend rate on present high 
prices of silver. 

We estimate the book value of Kerr 
Lake, not including its ore reserves, at close 
to $3 per share, which estimate takes into 
consideration the New York company’s 
equity in the operating company. It would 
appear then that, at 414, the stock sells at 
would tend to indicate that its speculative 
a price representing actual values, which 
prospects are not highly regarded. With 
only little more than a year’s ore reserves 
in sight, Kerr Lake cannot be regarded as 
other than a speculation and not a particu- 
larly attractive one. There are other and 
better opportunities among silver companies 
which are coming up instead of going down. 


La Rose—Liquidating Proposition 


La Rose Consolidated began to die and 
has since been dying—market-wise—since 
the year it was incorporated and its shares 
were traded in on the New York Curb. 
The following record of high and low 
prices clearly shows the course of the com- 
pany affairs: 

High Low High Low 
$3.20 $1.72 


55 
4.10 2.15 


La Rose has an authorized issue of $7,- 
500,000 stock, par $5, of which all except 
a few shares are outstanding. Like Kerr 
Lake, La Rose Consolidated is a holding 
company, incorporated under the laws of 
Maine, owning the entire capital stock of 
the La Rose Mines, Ltd., which in turn 
owns 90 per cent. of the capital stock of 
the University Mines, Ltd. 

The market price of the stock, 37V%c. 
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at this writing, shows about as plainly as 
anything how matters are going. If the 
reader ‘desires further corroboration, the 
statement that in 1916 the company pro- 
duced 740,065 ozs. of silver against 1,135,- 
142 in 1915 and 1,368,247 ozs. in 1914, 
with a net profit for 1916 of $164,774 
against $230,662 and $217,939 for the two 
years previous respectively, is illuminating. 


Reduction in Capital 

It was announced that a meeting would 
be held December 10 to ratify the proposal 
to cut the company’s capitalization from 
$6,000,000 stock, par $5, to $1,500,000, par 
$1. The idea, it was explained, was to 
have the nominal value of the capital stock 
fairly represent the value of the company’s 
assets. Thus the holder of four shares of 
La Rose would receive one share of the 
new stock, worth, at present prices for the 
old stock, about $1.50. Owing to the inter- 
ruption of telegraphic communication with 
Montreal there has been no official con- 
firmation of the action proposed for the 
meeting, but there is no reason to assume 
that the plan was not carried out. 


Prospects for La Rose 

As for the prospects for La Rose, there 
does not seem to be any particularly attrac- 
tive. As the issue is selling on the basis 
of the value of the company’s assets, there 
would be little to be gained by selling stock 
now which was bought at higher prices. 
Of course, there is the off-chance that new 
ore bodies may be uncovered, or new prop- 
erties acquired, but no strong hopes are 
held out along these lines. The present 
properties are being “cleaned up” and that 
no estimate of ore reserves was made at 
the time of the last report, tells the story 
clearly enough. 


Crown Reserve's Hope 
Crown Reserve Mining Co., Ltd., has 
many points in common with Kerr Lake. 
It is a geographical neighbor and its mar- 
ket actions, as shown by the following 
tabulation, has been very similar to that of 


High Low 


Crown Reserve is selling around 20c. a 
share and its last dividend of 5 per cent., 
equivalent to Sc. per share, was paid in 
January of the current year. The stock is 
not now paying dividends. Crown Reserve 
has an authorized issue of $2,000,000, par 
$1, of which practically the entire amount 
is outstanding. The property has an ex- 
cellent though a comparatively short-lived 
record of production. From the time of in- 
corporation until the end of last year it pro- 
duced 19,361,000 ozs. of silver with a net 
value in round figures of $10,000,000. 
Thus it is seen that Crown Reserve has 
amply justified its original capitalization, 
which cannot be said of all silver proper- 
ties. Its dividend record is as follows: 


60% 
24 


Crown Reserve’s New Properties 


Crown Reserve has an advantage over 
Kerr Lake in that it has some good 
prospects in connection with properties re- 
cently acquired. About a month ago the 


company contracted to buy the controlling 
interest in the Newray Mines in the Porcu- 
pine district for $810,000, in consideration 
for 1,800,000 shares of Newray stock. 
Crown Reserve agreed to expend a mini- 
mum of $6,000 a month, and in order to 
complete the deal the Newray stockholders 
authorized an increase in capital stock 
of from $1,500,000 to $3,000,000, par 
value $1. 

Crown Reserve took charge of its Newray 
acquisition on November 1, and as the lat- 
ter properties are well regarded it would 
seem that the owning company has some 
prospects for a “come-back.” At 20c. a 
share it would seem better judgment for 
owners of the stock to keep it in hopes 
that the development of the new properties 
will result ia a substantial improvement in 
values: At the best, however, the issue 
must be regarded as a speculation. 

The management of Crown Reserve in 
the last annual statement made it clear that, 
while the company has still some ore re- 
serves left, its future depends upon the 
development of new properties. 

Crown Reserve has seen good times and 
there may still be good times ahead. 











Mining Notes 
These notes are a record of recent price-affecting FACTORS, and are not to be regarded 
as RECOMMENDATIONS to purchase or sell. 





ANACONDA—Record Taxes and De- 
creased Production—Silver Bow County tax 
$2,086,005 and $485,762 in other counties are 
the largest taxes paid in history of company. 
November showed a small decrease from Oc- 
tober, due to closing down of Leonard mine 
for a week. Anaconda is now operating at 


94% capacity and barring unforeseen setbacks, 
December production should reach 25,000,000 
Ibs. 


ARIZONA COMMERCIAL—Production 
and Earnings Maintained—This company is 
“coming back.” Improved conditions at 15th 
and 16th levels warrant the belief that further 
opening will disclose ore of good copper con- 
tent. Company should produce 3,500,000 Ibs. 
copper in 1917 in nine months’ operation, con- 
stituting a record. Net for 1917 are about 
$550,000, over $2 a share, after a reasonable 
charge off for extraordinary taxes, against 
$1.84 in 1916 and $0.68 in 1915. Company is 
working at about capacity. 


BINGHAM—Record Earnings—Earnings 
of this growing Tintic silver-lead-copper pro- 
ducer for 10 months were $143,752, against 
$119,847 for full year 1916. This gain is small 
by comparison with the record of its subsidi- 
ary, Eagle & Bluebell, whose earnings for 
same ten months were $458,013, against $154,- 
776 for all of 1916. Bingham now owns 92% 
of latter’s outstanding stock, so that practically 
all earnings accrue to Bingham. Victoria 
Mining (owned by Bingham) earnings have 
been relatively the best, namely, $143,390 for 
10 months, against $35,451 for 1916. From all 
three earnings were $709,216, or $4.73, against 
$230,088, or $1.53 a share for 1916 period. 

BUTTE & SUPERIOR—No Dividend 
Action—Directors took no action on divi- 
dends, as did Utah and other porphyries un- 
der similar control. Circuit Court of Mon- 
tana now collects the earnings of the company 
as trustee pending outcome of litigation with 
Minerals Separation. 

CALUMET & HECLA—Taxes and Ris- 
ing Costs—Taxes between $2,000,000 and 
$3,000,000 (Federal income and excess profits) 
is the present estimate. If authorities are 
willing to consider sums invested in shafts, 
etc., as “plant” expenditure company easily can 
show a total of $40,000,000 capital invested. If 
amount included in underground openings is 
excluded investments will be nearer $30,000,- 
000. Cost in 1917 will show material increase 
over 1916, including $1,000,000 of construction ; 
this means at least 4 cents greater than the 
11.63 cents cost of 1916. 

CANADA COPPER—Record Production 
—Smelter at. Greenwood, B. C., broke all re- 
cent production records. Production will ap- 
proximate 5,300,000 for 1917, if recent rate be 
maintained. Compared with 5,196,239 Ibs. in 
1916 and 1,734,385 Ibs. in 1915. 


CHAMPION — Dividend Record—Divi- 
dend $640 a share, payable Jan. 7, makes 
$142.34 in dividends since Feb. 21, 1915, when 
payments were resumed following suspension 
from Oct. 15, 1913. Total for 1917 is $51.20, 
against $60.14 in 1916. Champion, one of the 
largest and richest of lake Superior mines, is 
controlled jointly by St. Mary’s Mineral Land 
& Copper Range. 


CHINO—Reason for Dividend Cut—In 
cutting dividend rate from $10 to an $8 basis 
directors were influenced by the fact that cash 
position was not relatively so strong as Utah, 
Ray and Nevada. When dividends of these 
were raised the jump in Chino’s rate was pro- 
portionately greater ; $1,250,000 was appropri- 
ated to enlarge milling facilities. Upon the 
completion, Chino will be in position to raise 
its output to between 90,000,000 and 100,000,000 
Ibs. a year (against 1916 production around 
75,000,000 ibs.) and increase its earning power. 


CRESSON—Earnings Statement—Report 
for 13 months to Aug. 31 shows total net earn- 
ings $2,388,619, approximately $2 a share. 
Cash in bank amounts to $1,276,988. Divi- 
dends paid during the 13 months total $1,769,- 
BY $1.45 a share. Total to date is $5,- 


CROWN RESERVE—(See Special Ar- 
ticle) 


DAVIS-DALY—Ore Body Uncovered— 
Reports a body of ore nine feet in width had 
been uncovered on the 400-ft. level of the 
Hibernia property of this company. It aver- 
ages close to 30 ounces of silver and more 
than 20% zinc, according to a well posted au- 
thority. . 


DOME—Mills Closed Down—Pres. De 
Lamar announces closing down of mill at 
Porcupine under orders of directors; $6 ore 
formerly handled at a profit no longer pays 
to handle under high labor and supplies costs. 
Development will continue, “and when normal 
conditions are restored ore reserves will be 
unusually well advanced,” states the official 
statement to stockholders. 


GRANBY—Earning $20 a Share—Assum- 
ing an average cost 14 cents a pound, company, 
with an output of 40,000,000 Ibs. a year, can 
show earnings over $20 on 23% cent copper 
compared with dividends of $10; 1917 produc- 
tion will approximate 38,000,000 Ibs., against 
45,000,000 Ibs. in 1916. Company occupies 
unique position vem American owned cop- 
per companies. It will not have to pay a tax 
on excess profits to U. S. Government, as it 
operates under Canadian charter. Directors 
have been conservative in maintaining the 
quarterly dividend rate at $2.50, although earn- 
ings were far in excess of this. Although it 
has expended $6,000,000 in building up a strong 
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mining and smelting organization, Granby has 
other large betterment expenditures ahead. 
These, financed from earnings, management 
plans to maintain divideftids-of/ $1Q4 iJ 


INSPIRATION—Gain in | Output—De- 
cided improvement over October and Novem- 
ber should be shown in: December operations. 
Copper output should bé-close_to' 5,000,000 Ibs., 
a 100% gain over, November... Since Dec. 1 
two additional units Haye been puf into ‘com- 
mission at the mill, making ‘a total of éight 
out of 22 now running. It has been difficult 
to get sufficientiatiners. Gomtisued) ow-ipro- 
duction measured against a:heavy: ‘overhead 
has forced an unusually high cast, Prior, to 
the July shutdown the monthly, yield rar) well 
above 11,000,000 Ibs. 54 bas y 

JEROME VERDE—Suspensionr of’ Ship- 
ments—Company planned ~suspensten. ‘ol 
shipments of ore from the -Maintop claim-on 
Dec. 23. On that date there €xpiresa contract 
enabling the company to hoist upto 25 tons 
ore daily through “Edith” ‘Shaft *of- United 
Verde Extension. This shaft’ is-‘Clogged with 
U. V. Extension’s requirements preventing -re- 
newal of contract under the old tefms, or un- 
der new terms that would permit; apy _im- 
portant revenue to Jerome Verde. Lake also 
finds it impossible to profitably ‘move the dre 
underground to hoist through ifs own “Co- 
lumbia” shaft which is far tothe éast; of 
“Edith” shaft. The ore came from a pocket 
of unknown tonnage and yielding! Went 450 
tons monthly since October, 1917. It avetaged 
7.5% copper and $2 gold-silvery (cempagatively 
low-grade for a Jerome smelting ore). . Devel- 
opment will probably proceed at the 1050 level. 


KENNECOTT—Dividend: Reduction’ Ex- 
planations—Explains Pres. Birch: *“Notwith- 
standing earnings -havé’-beetr ‘entirély satisfac- 
tory, and financial condition excellent;‘direc- 
_tors believed oncaccount|of emcertamyes) they 
should pursue an especially conservative, policy 
and have declared a-distribution of: $b. per 
share for. quarter-ending Des,,.34.-) Three 
months previously company: <leclared quarterly 
dividend. of, $1.50. In: February, 1916, initial 
quarterly $1 was declared, . which, was increased 
ta$1.50- three :months- later), - Another ;author- 
ity explains that the-reduction, from, $6.to $4 
annual.basis was expected in the fnaycial dis- 
trict,” becatise’“Kemrecett, “hike other mining 
companits, had: not ‘beef: able’ to “estimate “its 
Federal taxes.” A “memorandum covering the 
War taxes of Eftah? Ching, Ray Consolidated, 
Nevada Consolidated, Bradett‘and’ Chile copper 
companies has been ‘submitted tothe Treasury 
Department. NE FES 


©: KERR LAKE—<(See Special Article) 
‘MIAME<Extra Oniitted—Miami ‘should 
Std? 1927 owith (a Copper <yibld fapfirotimating 
44 Albs,;‘apaimst: anticipated production 
WT06G,000,0007 Ihs.; Shieh) Weld b hawe> mater- 


ialized but for the strike. This compares with 


" 
\ore 


around 55,000,000 Ibs. in 1916. Upon a selling 
basis of 23%c. and a cost of 7c., the de- 
crease in actual money is around $1,800,000, or 
275 a share less than was anticipated. 
Company during 1917 paid $6,537,360 in divi- 
dends, and to meet conditions imposed by 
23%-cent copper and in preparation for “war 
taxes” company omitted extra dividend in 
November, which in two preceding quarters 
had amounted to $1 each per share. 


NIPISSING—(See Special Article) 


PETERSON LAKE—Riches From Ref- 
use—The Nova Scotia Silver, Cobalt Mining 
and Dominion Reduction Companies had 
dumped great quantities of “tailings” or 
crushed stone and slime into Peterson Lake, 
once owned by them, to get rid of the ma- 
terial. To-day this material is worth around 
$1,000,000, and the companies which dis- 
charged it laid claim to it in a lawsuit, against 
the Peterson Lake Silver Co. Judgment has 
just been rendered in favor of the latter, de- 
claring the company to be the legal owner of 
the $1,000,000 “‘waste rock,” etc. 


SUPERIOR & BOSTON — Ownership 
Increased—Pres. Price reports: “The com- 
pany’s ownership of mineral lands has been 
increased by the purchase of 200 acres imme- 
diately adjoining our ground to the north and 
east, known as the Telfair group, comprising 
twelve mining claims. An initial payment of 
$7,000 was made on September 7, and under 
terms of agreement 14,000 shares of company’s 
stock will be delivered in final payment there- 
for. The shares, par $10, are worth around 
$35,000; at present market around 2%. This 
company adjoins Old Dominion, Arizona 
Commercial, and Iron Cap, in the rich Globe 
district of Arizona.” 


ST. MARY’S MINERAL LAND—Divi- 
dend Record—Stockholders will receive on 
January 7, 1918, a dividend of $2 a share. The 
last previous dividend, $2, was paid October 
16, 1917. Including that on stock of record 
December 10, the 1917 declarations total $16, 
compared with $19 in 1916. Dividends to date 
total well over $10,000,000. 


UTAH—Dividend Maintained—Mainten- 
ance of the regular dividend—for the pres- 
ent at any rate—while surprising in view of 
the reductions ordered by other mining man- 
agements, needs little explanation when it is 
known that company has over $15,000,000 cash. 
4ndications are that for 1917 production will 
‘bé-around 200,000,000 Ibs., from which net 
‘artiings—before war taxes—should exceed 
‘$32,000,000, sor $20 a share. Should “war 
taxes" bet $12,000,000, it would leave $20,809,- 
000, or $13 a share, earned in 1917. Should 
tthboathoviit ipaish be only $6,000,000 it would 
leaves $12.1 If? view of the extraordinary 
-amotint ofirash efi hand, directors cannot be 
blamed :feronefusing! te.reduce the quarterly 
dishursenent (below, .the-$14 basis. What may 
happen three menths:hence will be another 
story. 











Mining Inquiries 





Further Dividend Reduction by Nickel 
Possible 


E. L. G., Brooklyn, N. Y.—International 
Nickel has just reduced its dividend payment 
from $1.50 to $1 quarterly, thus placing the 
stock on a $4 instead of a $6 per annum. basis. 
Taxation and uncertainties of the war situa- 
tion may cause a further reduction in the com- 
pany’s dividend, and the future course of the 
stock cannot be depended upon. We hesitate 
to suggest your taking such a large loss as the 
stock shows you, for it has already had a 
severe decline. However, we frankly believe 
that you would be wise to accept an early op- 
portunity of getting out of it, for you should 
be able to reinvest the money to better advan- 
tage. If you continue to hold the stock, you 
should make up your mind that you may have 
to keep it for several years before there is any 
chance that you will “see daylight” on it. 


Consolidated Arizona Smelting as a Long 
Pull 


E. C. L., San Francisco, Cal—Consolidated 
Arizona Smelting (1%) has recently inaugu- 
rated dividend payments at the rate of 5 cents 
a share quarterly. Dividends, however, cannot 
yet be considered a permanent fixture, while 
the company has made very satisfactory prog- 
ress during the last year or so and while the 
management is working along sound lines to 
reduce smelting and mining costs, the company 
is still a high cost producer and its profits will 
dwindle very rapidly with a return of copper 
prices to normal. 

Under the circumstances, we cannot advise 
the purchase or holding of this stock for in- 
vestment, particularly at this time when gen- 
eral market conditions are so disturbed. If 
you are already a holder, however, and are 
willing to assume a very considerable specu- 
lative risk, we advise you to keep the stock 
for a long pull. 


Why Chino Should Not Be Sacrificed 


L. R. H., Oldtown, Me.—Chino certainly has 
wonderful possibilities for a long pull, but this 
is another stock which you must be prepared 
to hold indefinitely. Chino Copper will prob- 
ably go lower in sympathy with all the copper 
stocks, for it cannot be expected that the pe- 
riod of very great prosperity, through which 
these companies have passed, will not be sut- 
ceeded sooner or later, by a period of depres- 
sion such as the industry is subject to. In 
such a period of depression dividends will be 
cut and copper stocks will sell on an invest- 
ment basis again. Chino has-a wonderful 
property and its liquidating value is probably 
in excess of the present market price of the 
stock. We, therefore, recommend that ‘you 
keep it regardless of the probability of-a 
oe decline, rather than accept a serious 
oss. 


Ray Intrinsically Cheap 

J. K. S., Erie, Pa—Ray Consolidated is an- 
other copper stock whose liquidating value is 
probably in excess of the present market price. 
We recommend your holding it for a long 
pull and averaging on a weak spot, being 
guided as to the time to buy, by the recom- 
mendations of the Trend Letter and Macazine. 


Alaska Gold’s Outlook Still Uncertain 


L. W. L., Eaton, Ohio.—Alaska Gold situa- 
tion is very uncertain still. According to the 
last report of operations the ore was proving 
up slightly better and President Hayden spoke 
in a hopeful tone. We cannot say much more 
for Alaska Gold, however, than that it is at 
best a very long pull proposition. The com- 
pany has a big problem to solve, and certainly 
if it is to be solved successfully a great deal 
more money will have to be spent. The 
company is not “flush” with funds. We do 
not recommend a purchase of the stock now. 








SUGGESTIONS IN REGARD TO INQUIRIES 


The very heavy volume of inquiries which this publication is now receiving makes it nec- 
essary to ask our subscribers to co-operate with us in order that we may maintain and improve 
the high quality of service which the Investors’ Personal Service Department renders to our 
readers. We therefore suggest that: 

(1) Not more than two or three inquiries be submitted at one time. Occasionally a sub- 
seriber sends in a long list of securities asking for an opinion on each. The careful manner in 
which the Investors’ Personal Service Department handles its inquiries makes it impossible to 
give such inquiries the immediate attention necessary, without slighting other inquirers. 

(2) Write all inquiries on a separate sheet of paper, which should bear the writer’s name 


and address. 

(3) Enclose stamp or stamped and addressed envelope. 

The above suggestions are drawn up for the benefit and protection of our readers and 
those inquiries which conform with them will receive first attention. 

When a reader wishes a special investigation or a special analysis of a security or a subject 
we shall be pleased to submit an estimate of the special charge for such work. 
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Mergenthaler Linotype 


Why Earnings Have Decreased—Assets Behind the Stock 





By WILLIAM T. CONNORS 





NDER normal conditions, linotypes 
are sold all over the world. They 
have become an established and 
essential part of the printer’s ma- 
chinery, even though his bus’ness 

is relatively small. The name of the ma- 
chine has become so much a household word 
that its original signification—line-o’-type— 
has long since been lost sight of. 

The company’s home plant is in Brooklyn 
and 1,882 new linotypes were made there 
during the fiscal year ended Sept. 30, 1917. 
During the year 757 additional printing 
offices installed these machines, showing the 
extent to which the business depends upon 
the constantly wider use of the linotype. 

This fact has its disadvantages. It is, in 
fact, one of the reasons for the gradual de- 
cline in earnings on the stock shown in the 
graph herewith. The big printing houses 
are now pretty much equipped with lino- 
types, so that the demand for the largest and 
most expensive machines is mostly in the 
way of exchanges. 

Effect of the War 


Another. reason is found in the falling off 
in foreign business. The company owns a 
controlling interest in Linotype & Machin- 
ery, Ltd., which has a plant near Manches- 
ter, England, and markets its machines in 
England, France, Italy, Australasia and 
India. It also owns the Canadian-Ameri- 
can Linotype Corporation of Montreal and 
a controlling interest in the Mergenthaler- 
Setzmaschinen-Fabrik of Berlin, Germany. 
These foreign interests were acqu'red in 
1909, partly by issuing new stock and part- 
ly by payment of cash. They are now rep- 
resented in the balance sheet by the item 
“Investments, $3,677,473” among the com- 
pany’s assets. What these investments are 
really worth under war conditions it would 
be difficult to estimate. The war has in- 
terfered with all companies doing business 
throughout the world, and this one is no 
exception. 

And still another reason for smaller prof- 
its during the last two years has been the 
high cost of materials and of labor. This 
condition is worse today than ever before. 


The company now finds it very difficult to 
get the necessary materials and supplies at 
any cost, and its labor supply has been seri- 
ously interfered with by the draft. 
Dividends have been reduced from the 
high point of 1614 % paid in 1911 to a reg- 
ular 10% basis, but an extra 214% was 
paid in December, 1916, and has been de- 
clared again for the present month. Be- 
fore the war the regular basis was 15%. 
Whether this rate can be re-established after 
the war is an open question. The company 
is meeting some increase in competition, 
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a-though no other machine has attained 
such general use as the linotype. 

The company carries its patent rights, 
priv.leges, etc., in its balance sheet at $3,- 
650,000. That asset is of course intan- 
gble. Eliminating that sum from the as- 
scts, the value of tangible assets behind the 
stock now figures at $129 a share. But there 
are three other items on which considerable 
allowances would have to be made. One 
is the $3,677,000 of “investments” men- 
tioned above; the second is “Bills receivable 
$6,447,000,” which compares with $5,676,- 
538 for the same item a year ago. The 
third is “Accounts receivable $1,253,770.” 
Under present conditions, a company doing 
business almost all over the world is likely 
to suffer some losses on receivables. 

The cash position of the company is not 
as strong as im previous years. That item 
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now stands at $256,000, against $832,000 
a year ago, $1,031,000 two years ago, and 
$1,277,000 three years ago. This is, of 
course, the reason why the company now 
has $450,000 of bills payable, against none 
in the three preceding years. 

War taxes will also hit this company, 
though not so hard as many others. As 
the law now stands, it would have some 
excess profits taxes to pay, but inasmuch as 
the law will probably have to be revised it 
is impossible to estimate this item. 


Position Still Fairly Good 


In spite of the fact that earnings have 
been falling off, the company’s general po- 
sition is still good, as is indicated by earn- 
ings of 14.7% for the stock last year. 
The price is now 127 to 129, which gives 
nearly a 10% yield on the investment if 
we figure the dividends at 1244 %—that is, 
including the extra dividend of 214% with 
the regular dividend of 10%. In 1911, 
when the highest dividends were paid, the 
price of the stock touched 235. 

President Dodge’s views in regard to the 
prospects of his company are couched in 
conservative language. After discussing the 
heavy taxation to be met, he says: 

“Tt is. almost impossible to obtain the 
various raw materials in the required quan- 
tities. The cost of all materials has greatly 
increased. The Brooklyn factory has been 


unable for months past to retain the de- 
sired number of workmen. Wages have 
been materially increased. 

“The disturbance of business in foreign 
countries because of the war and the prac- 
tical disappearance of ships from the com- 
mercial field have greatly interfered with 
the company’s business in such countries. 
The company has, directly and indirectly, 
extensive and widely distributed interests 
in the various foreign countries. 

“Linotypes are necessarily sold on time, 
payments extending over one to five years. 
No one can foretell the future of these ac- 
counts. Losses to a greater or less extent 
will have to be met.” 

The immediate future of the company 
does not look especially promising. The 
very high cost of print paper has resulted 
in many newspapers cutting down their 
pages, so that fewer linotypes are required, 
and war economies are pretty sure to have 
some adverse effect on the printing busi- 
ness in general. Apparently this company’s 
profits are more likely to decrease than to 
increase while the war lasts. 

I do not see anything attractive about 
Mergenthaler at present prices, in spite of 
the fact that the company is in pretty good 
condition and has a stable business which 
has always been profitable ever since or- 
ganization. I doubt whether it should be 
rated as a growing enterprise at this time. 








Remington Typewriter’s Prospects 


Remington Overcapitalized—Improvement Since 1913 





By ERNEST P. WILLIAMS 





EMINGTON Typewriter had a 

hard time during the first two 

years of the war, but in 1916 a 

great improvement was shown 

and it is understood that business 

during the current year is equal or supe- 
rior to that of last year. 

Nevertheless, dividends on the two pre- 
ferred stocks, discontinued in 1914, have 
not yet been renewed, as the company 
wished to accumulate larger cash reserves 
and working capital. But if the company’s 


business continues on the present scale, div- 
idends on these preferred stocks ought not 
to be very far away. 

As will be seen from the graph herewith, 
earnings in 1916 were over 35% for the 
first preferred, against a requirement of 7%, 
and nearly 23% for the second preferred, 
against a requirement of 8%. The first 
preferred is now in arrears 21% and the 
second preferred is in arrears 24%. 

The only dividend ever paid on the com- 
mon was 1% in 1913, 
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Out of total assets of $20,126,000 shown 
in the 1916 balance sheet, $13,177,000 con- 
sisted of “Good-will, etc.” This is an in- 
flated item. The Remington Co. owns the 
capital stock of American Writing Machine 
Co., which formerly manufactured the Cali- 
graph; the Densmore Typewriter Co., for- 
merly making the machine of that name; 
the Yost Writing Machine Co., another out 
of date machine; the Smith-Premier Co., 
and the Monarch Co., both making type- 
writers which are obsolescent. 

Good Will and Patents 

The good-will and patents of all these 
companies were acquired by the old Union 
Typewriter: Co.—predecessor of the Rem- 
ington—which was called the “typewriter 
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trust.” As matters now stand, the company 
is concentrating on the Remington machine 
and the good-will and patents of the other 
companies absorbed have only a slight val- 
ue. The item is carried along in the bal- 
ance sheet to help offset the over $24,000,- 
000 of stocks and bonds outstanding. For- 
tunately the capitalization is mostly stock, 
except 5,139,000 funded debte 

One reason for the poor results obtained 
in 1913 and 1914 was the company’s mul- 
tiplicity of models and the fact that some 
of the machines being made were falling 
behind the improvements which had been 
introduced .by competitors. Concentration 
on a single type of machine has remedied 
this difficulty, and the present model is per- 
haps the equal of any other typewriter 
made. Each make naturally has its ad- 
mirers and its detractors. 


Since the company has done a good deal 
of foreign business, the war interfered with 
its sales and is still interfering with them, 
but better earnings from more efficient man- 
ufacturing and improvement of the model, 
together with a good domestic demand for 
the last two years, have again put the com- 
pany on the upward path. 


Other items in the assets are conserva- 
tive. Real estate, machinery, etc., is sched- 
uled at $3,642,000, which is perhaps some- 
what less than actual value. Cash was $2,- 
684,000 last year, having been built up 
from $285,000 in 1912, and working capi- 
tal was $11,170,000 against $5,062,000 in 
1915. Working capital is now consjderably 
above the 1916 figure. 


Prices and Values 


The stocks are unlisted and the market 
for them is narrow. Present quotations are 
around 10 for the common, 40 for the sec- 
ond preferred and 60 for the first preferred. 
The common is probably a long way from 
dividends, so that its value is purely specu- 
lative. The first preferred dividends were 
paid regularly from 1893 to 1914, and the 
prospect is that the arrears will eventually 
be paid off and regular payments resumed. 
With 21% of dividends in arrears and 
earnings on this issue now running at about 
35% annually, the price of 60 is not ex- 
cessive from the investment standpoint. 


The same may be said of the price of 40 
for the second preferred, with 24% arrears, 
current earnings of over 20% annually, 
and a regular rate of 8% paid from 1897 
to 1914. The low price is due to fears that 
the second preferred dividend may not be 
resumed when the first preferred is restored. 

In spite of interference by the war, the 
general prospect for the company has im- 
proved decidedly since 1913. It has to 
meet energetic competition, especially from 
the Underwood company, but the Reming- 
ton was the original successful typewriter 
and the name still carries a good deal. of 
weight with buyers, while the company’s 
present model will apparently enable it to 
meet competition on even terms. 

As for the common stock, it has practi- 
cally no asset value behind it and its specu- 
lative outlook is uncertain. Presumably it 
would sell somewhat higher if dividends 
were resumed on the preferred issues. 

















Unlisted Security Notes 


These notes are a record of recent price-affecting FACTORS, and are not to be regarded as 
RECOMMENDATIONS, to purchase or sell. 





AETNA—Former Officers Being Sued— 
District Court has authorized receivers to 
bring suit in equity for an accounting and re- 
imbursement against A. J. Moxham and F. L. 
Belin, formerly president and vice-president of 
the company. The receivers’ petition alleges 
defendants managed to get, clandestinely and 
illegally, securities amounting to $2,989,000. 


CRAMP (WM.) & air aera aes | 37 
Destroyers—The shipyards having been 
commandeered by Government, most of the 
Cramp contracts are stated to be on a cost 
plus 10% basis. Unofficially reported that 
. $110,000,000 Government orders are on its 
books, including 37 of modern type destroyers 
at an average cost of $1,500,000 each. 


FEDERAL DYESTUFF—Interest .De- 
fault—Sale Considered—Interest due Dec. 
1 on $2,000,000 two-year first mortgage 6% 
notes has been defaulted and company faces 
foreclosure Jan. 1. With this in mind, the 
two committees of noteholders, headed by Al- 
vin W. Krech and H. W. Martin, are consider- 
ing the acceptance of offer by Davis & Durkin, 
of Canada, to take over management of plant. 


FORD MOTOR — Dividend $19,275,385 


Ordered—Within 30 days company must 
pay a dividend of $19,275,385, according to a 


final decree handed down by Judge Hosmer in 


the Dodge-Ford suit. The original opinion 
declared that one-half of accumulated profits 
on hand July 31, 1916, after deduction of all 
special dividends declared since that time, 
should be distributed to stockholders. The 
River Rouge Blast Furnace project is blocked, 
and the money so far spent in the enterprise 
must be refunded by the Ford Co. 


MARC ONI—(See Special Article) 
REMINGTON—(See Special Article) 


REO MOTOR—Forging Ahead—Finan- 
cial statement, year ended Aug. 31, 1917, shows 
assets $14,467,986, with surplus $4,646,915. 
Current assets are $8,836,922, and comprise 
cash on hand $173,792, notes receivable $108,- 
800, accounts and drafts receivable $913,612, 
Liberty Bond subscriptions $165,536, inven- 
tories $7,541,681. Liabilities, etc., are $950,000, 
accounts $1,619,444, payroll $190,637, taxes 
$83,692, miscellaneous $40,046, paid up capital 
stock $6,937,250. Value of land, machinery 
and buildings total $5,448,923, interest in 
branches and deferred charges $142,140. Net 
assets at end of previous fiscal year were $10,- 
787,078, or about $16 a share. Property ac- 
count averaged about $1,500,000 during the 
past five years, against the present $5,448,923. 


SCOVILL MANUFACTURING — War 
Prosperity—Extra of $5 paid December is 
the’same as was declared the previous month 
and makes a total of $123 in cash dividends 


in 1917, $115 in extras, and $8 in regular pay- 
ments. Extras $10 were paid monthly from 
May, 1916, to October, 1917, with exception of 
August, 1917, when $15 was paid. This com- 
pany’s brass product business founded in Con- 
necticut 1802, and incorporated 1850, has 
grown enormously since the war began. A 
net of less than $500,000 in 1913 compares with 
over $13,000,000 in 1916. No extras 1904-1914, 
compares with 1916, 103%, and 1917, as above. 


SUBMARINE BOAT—Order for 100 
Vessels—Received order from Emergency 
Fleet Corp. for 100 additional vessels of 7,500 
tons, involving $72,000,000. Several months 
previously Fleet Corp. placed a contract with 
company for 50 vessels of 5,000 tons in- 
volving $38,000,000, so that company now has 
contracts 150, valued at $110,000,000. 


U. S. STEAMSHIP—$36,000,000 Govern- 
ment Contracts—Reports contracts with 
Shipping Board for steel and wooden vessels 
aggregating $36,000,000. An additional con- 
tract for $18,000,000 likely will be closed 
shortly, bringing the total up to $54,000,000. 
Company recently purchased a location for 
construction at Alexandria, Va., on the Po- 
tomac, of 68 acres. Though a subsidiary 
company has a spacious yard at Noank, Conn., 
adapted for the construction of steel ships; 
also another near Groton, where 12 wooden 
ships are under way. Operating its commer- 
cial fleet of 20 vessels and doing Government 
work, company plans to start a high-speed 
barge service through the Barge Canal be- 
tween New York and Buffalo early in the 
spring of 1918. 


U. S. WORSTED—From Bankruptcy to 
Affluence—Operating its mills full time and 
yarn mills overtime. For two months gross 
receipts have been at rate of $24,000,000 per 
annum, and it is probable that 1917 turnover 
will be $20,000,000 (double the $10,000,000 
maximum which management figured when it 
took charge in 1913); 1917 earnings will prob- 
ably be $2,500,000, or 50% on the $5,000,000 
Ist pfd., the accrued dividends on which now 
are 334% actumulated since 1913. 


WRIGHT-MARTIN — Production 
Doubled—Company has doubled its produc- 
tion of motors until it had reached an average 
of ten motors daily. This output will be sub- 
ject to further material increase when new 
plant facilities upon which work is being 
rushed are finished. Since Government busi- 
ness came, it has expended $1,000,000 in 
machinery, etc. Recent productivity should 
show substantial earning power. The losing 
French order is finally out of the way. The 
order for the Government at a definite price 
should result in a profit of several hundred 
thousand dollars. 
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Tidal Swings of the Stock Market 


Part VI—Influence of Psychology on the Broad Movements 
of Prices 








By SCRIBNER BROWNE 


(Author of “How to Read the Financial Page,” Etc.) 





ERHAPS “psychology” is not just 
the right word to express the idea, 
but it is difficult to find a better 
one. Prices, as has often been 

said, are made by the minds of men. Hence 
there is always involved a certain mental 
factor which we may call psychology with- 
out severely wrenching the English lan- 


ge. 
There is no doubt about the influence of 
this mental factor on the immediate specu- 
lative movements of prices. So far as the 
first effect is concerned, what people think 
about some piece of news is much more im- 
portant than its actual influence on earn- 
ings or on financial conditions, for it is what 
they think that causes them to put in orders 
to buy and sell and the real effects do not 
come until later-—sometimes very much 
later. 


Psychology as a “Long Pull” Factor 


When, however, we come to the consider- 
ation of the tidal swings of the market, the 
influence of people's mental attitudes is not 
so easily discerned. It is plain that “fun- 
damental” factors are closely connected with 
the tidal swings. Where then does “psy- 
chology” come in? 

It comes in in two ways: First, it is one 
influence along with other influences, in 
causing the broad movements of prices. 
Second, it participates as one cause of some 
of the so-called fundamental factors them- 
selves. 

An illustration or two will make this 
clear. During a speculative boom in the 
market, when stocks “look strong” and one 
issue after another is jumping to new high 
prices day by day, a great many people 
feel that they are really losing money by 
not participating in the advance- The 
whole atmosphere of the Street becomes 
permeated with optimism. .Making money 
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seems easy—in fact, it is easy, for the mo- 
ment. And this general feeling of cheer- 
fulness and confidence leads many people 
to buy stocks, thus putting prices higher 
than they would otherwise have gone. 

When the market begins to decline these 
buyers first look upon the fall as a “nat- 
ural reaction.” After the decline goes still 
further, they recognize the fact that they 
have been wrong but think prices will re- 
cover later on. At still lower prices, they 
conclude that they should have sold, and 
promise themselves that they will do so on 
the next good rally. When the market has 
fallen still further they reason that stocks 
are then too low to sell—that they are 
“cheap.” 

But conditions keep getting worse, losses 
keep getting bigger and bigger. At len 
the same persons who bought under the 
influence of optimism at or near the top 
fall into a mood of excessive depression 
and sell out. One tells himself that he 
sells because the market is now and will 
be for a long time to come under a new set 
of conditions which entirely change the 
situation.~ Another sells because, although 
prices are low, he believes he can reinstate 
his holdings still lower. Still another sells 
because he has become disgusted with the 
stock market and has made up his mind to 
get out of it and let it alone in future. 

But underlying all the varied reasons 
which losing speculators give themselves for 
selling at low prices, is the central “psycho- 
logical” factor of general depression, dis- 
couragement and gloom. 

And this feeling of gloom is not con- 
fined to stock market circles. It extends 
throughout many industries. In that way 
it influences the “fundamental” conditions 
which affect the earnings of corporations, 
and thus comes back to the stock market by 
a roundabout route. 
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For example, in the last article I showed 
that the unfilled orders of the U. S. Steel 
Corporation afford a fair index to the gen- 
gal activity of business. But those orders 
we all placed by human beings, whose 
ninds are often subject to the same influ- 
aces that affect the minds of investors. The 
juyer of steel holds back his orders as long 
ss he thinks prices are likely to go lower. 
But when he thinks steel prices are on- the 
up grade he orders ahead as far as pos- 
sible. Hence there is a psychological fac- 
tor in the Steel orders, and to a greater or 
less extent in every form of business ac- 


tivity. 
One Cause of Extreme Prices 


It is easy enough to see how all these 
things react on one another, with the re- 
slt that prices go too high in boom times 
and too low in times of depression. In 
other words, here is one of the important 
causes of the tidal swing. 

At the top, stock prices are high because 
trade is booming and, to some extent at 
least, trade is booming because stock prices 
we high. At the bottom, people are selling 
their stocks because industrial conditions 
are dull, and business men hesitate to place 
their orders for goods partly because the 
depression of the stock market has spread 
into business circles. 

The novice may ask, “If that is so, why 
do prices ever stop going up or down when 
mce they get started ?” 

It is because a lot of investors, and espe- 
tially a lot of wealthy men and big finan- 
tial interests, are too hard-headed and have 
too much actual knowledge of what secu- 
tities are really worth in the long run, to 
illow themselves to be carried away by 
“psychology.” We all know men who 
sem to be incapable of enthusiasm. Such 
men are likely to be selling when every- 
body else seems to want to buy. We know 
thers whose spirits seem to rise in the face 
of difficulty and whose courage is the 
strongest when others are ready to give up. 

men are buyers at times of acute 
depression. 

While speculators are merrily buying 
stocks at inflated prices, bankers, big finan- 
ciers, managers of trust estates, the invest- 
ment departments of insurance companies, 
are coldly applying to those prices the 
yard-stick of interest return on the money. 


In a word, there are two classes: (1) 
Those who buy because they think prices 
are going up and sell because they think 
prices are going lower; and (2) those who 
buy because they believe prices are low 
and sell because they think prices are 
high. The difference between the two is 
as wide as the poles. Class (1) has the 
greatest immediate effect on prices—often 
runs away with them, in fact. Class (2) 
eventually checks a boom and supports the 
market in a panic. 


Measuring the Effects of Psychology 


I have been able to illustrate by graphs 
the relation of the stock market to money 
rates, to bonds, and to business conditions. 
There is no way to show the effects of 
psychology except by the study of the mar- 
ket itself. 

A boom in stocks is characterized by an 
active market, feverish price movements and 
big transactions without much change in 
the general level of prices. This condi- 
tion follows a major bull market. Such a 
period of activity at a high level, is often 
called a period of distribution. I don’t 
think it is a very happy or accurate term, 
but it answers the purpose. 

A depression is characterized by sharp ~ 
declines to very low prices, with great ac- 
tivity, followed by a period of dullness, 
narrow price changes, and comparatively 
stationary prices, still at a low level, but 
usually somewhat above the lowest point 
touched in the first decline. This is usu- 
ally called a. period of accumulation, by 
which is meant that shrewd investors, large 
and small, are picking up the stocks that 
speculators are throwing over at a sacri- 
fice. 

Both in the boom and in the panic or 
depression, the public’s state of mind is a 
factor of considerable importance, but one 
which we have no direct way of studying 
or measuring. Its effects can be estimated 
only by closely watching the character of 
the market and the nature of the buying 
and selling. 

These are best observed by keeping a 
daily record of average prices and volume 
of transactions. They are also reflected to 
some extent in newspaper comment. 


(The next article will discuss price move- 
ments in bull and bear markets.) 
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MARKET STATISTICS. 


Dow Jones Avgs. 50 Stocks 
10Bonds 20Inds. 20Rails High Low 
.. 83.55 72.55 64.10 63.42 
. 83.35 70.72 63.85 62.33 
-.. 83.15 63.86 61.69 
. 83.20 ‘ y 63.92 62.94 
coe 88.15 63.01 62.27 
--» 83.10 ‘ 62.74 62.52 
--. 83.10 F x 62.99 62.26 
.. 82.90 . é 61.98 60.36 
«+++ 82.70 A 60.97 58.90 
... 82.40 s 4 60.12 58.60 
. 82.05 / 60.61 58.90 
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